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PREFACE.

No form of direct co-operation among men of

limited means is attracting more attention at the pres-

ent time than the class of associations which we have

grouped under the name of Co-operative Savings and

Loan Associations.

Professor F. B. Sanborn, Secretary of the Ameri-

can Social Science Association, at its annual meet-

ing at Saratoga in September, 1888, in a report

the most complete ever made in this country relat-

ing to them said very truthfully that " at the rate

the building associations are now gaining, the time

may come when their accumulated savings at any one

time may exceed those of our saving-banks, and it

is doubtful if any system of savings has been de-

vised which has such a tendency to produce frugality

among persons of small incomes as the building-

association methods."

Their business methods have been little under-
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stood in the past outside of those engaged in con-

ducting them.

From Philadelphia, as their "
breeding-place," they

have spread throughout the country, chiefly through

the agency of persons, who, being interested in an

association in one locality, have migrated to another

and become the moving spirit and authority in organ-

izing one where they were unknown before, each asso-

ciation becoming a new center from which knowledge

concerning them has radiated to other localities.

In this manner faulty methods were copied and

transmitted from one place to another as readily as

good ones, and it has often occurred that the organ-

izers of the new association but imperfectly compre-

hended the scheme which they were attempting to

put into operation, and unwittingly modified it, while

in other cases changes were made to secure some

benefit to those managing it which the original plan

did not contemplate. The legislation in nearly all the

States has been crude and general in its provisions,

thereby permitting speculative features to be added to

the beneficial methods, by visionary men, as well as by

those who were seeking solely their own advantage.

Information concerning these associations in books

or current literature has not only been meager and

fragmentary, but quite inaccessible to those wishing

to learn their manner of conducting business, or to

investigate the benefits accruing therefrom.
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From these causes a great diversity in their meth-

ods has come to pass in different parts of the country,

and many variations in the details of the same general

method in the same locality. As found at the present

time, they are a natural development in direct co-

operation which has come to pass with but little

guidance or supervision by the State. While the his-

tory of such development must record many failures,

when considered as a whole they have been more

uniformly successful and attained better economic re-

sults for those interested than any other form of

direct co-operation undertaken in this country, and

are now attracting widespread attention as "institu-

tions for savings," their friends claiming for them

advantages which the savings-bank does not possess.

Our aims in the preparation of this book have

been

1. To fill an apparent demand for information re-

lating to this form of co-operation, and to place such

information in a form accessible to all desiring it.

2. To explain the principles upon which the typi-

cal association is founded in such a manner that the

reader who is seeking general information on the sub-

ject may readily understand.

3. To describe the important variations from the

typical association now in operation, tracing their de-

velopment and the causes which have induced them,

and discussing briefly their respective merits.
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4. To furnish a complete guide to all persons

wishing to organize and conduct them upon methods

that are safe, equitable, and uniformly successful

when adhered to.

5. To correct certain false notions which are often

entertained by those conducting these associations re-

lating to the subject of premiums, and the benefits

accruing to the borrowers therefrom, by reason of

dividends added to the shares of stock upon which

they have borrowed.

6. To print, in a convenient form for examina-

tion, the best statutes in this country authorizing

their formation, and to recommend to those inter-

ested in legislation relating to these associations the

New York act of 1887 and the laws of Massachusetts.

We are earnestly desirous of encouraging the

growth of this form of co-operation upon simple,

safe, and equitable methods, believing that when so

conducted these associations are the most potent

agency for stimulating steady savings, industry, home-

owning, and good citizenship, yet devised and put

into operation.
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CO-OPERATIVE SAYINGS
AND LOAN ASSOCIATIONS.

CHAPTER I.

CO-OPERATION, INDIRECT AND DIRECT.

THE word co-operation is a generic term. There

are many species of co-operation, and each species has

many varieties. Some are direct, and others are in-

direct.

The earliest and most universal form of co-opera-

tion is government. This is one species. It has many
varieties, and the greater number have been conducted

in the interest of special classes. Reigning classes

have considered the masses of the people unfit to have

a voice in the control of the government, as fit only to

be subjects, whose highest duty was to obey. They
were zealously taught the " divine right of kings

"
to

rule. With the reigning class there was a direct co-

operation in government ;
with the masses only an in-

direct. While the latter loyally obeyed the laws and

submitted to the commands of their rulers order and

stability prevailed. Comparative security from foreign

enemies and from personal violence within was thereby
obtained. The preservation of the family and the pos-

sibility of peaceful living were better than anarchy,

where none were safe from rapine and personal vio-
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lence, where every man must stand guard over his own

person, family, and property.

The struggles, the conflicts, and the failures have

been manifold in the endeavors, by the masses, to se-

cure a government which should be conducted for all

classes alike. It is the pride of our country that di-

rect governmental co-operation has been attained, a

government by the people and for the people. The
fame of its liberties has indeed encircled the globe.

No more sacred duty calls upon us than to discharge
to the best of our ability the obligations of our citizen-

ship. Whoever proves himself unworthy of member-

ship in this grand co-operation is unfit to become a

member of any other direct co-operation. The Ameri-

can citizen that will sell his vote or betray a public

trust, or seek to induce another to do so, deserves only
to obey the mandates of a kingly power.

Keligious organizations constitute another species

of co-operation. With us, these organizations have no

power of compulsion; they are voluntary. There is

direct co-operation of all who unite to secure the ends

for which the organizations exist. Divorced from the

state, they stand upon their own merits. The good

they accomplish is measured by the individual worthi-

ness of their members. The church-member who

proves himself unworthy to be a member in the direct

co-operation of the church, proves himself unworthy
to be a member of any other direct co-operation, the

objects and aims of which are worthy.
Another species of co-operation has for its aim social

enjoyment. The normal man hates solitude
;
he loves

the society of his fellows, whether at work or play.

The forms of direct co-operation for social enjoyment
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are various. Some are beneficent, others pernicious.

Some lift men and women into higher planes of

thought, arouse noble aspirations, and stir only pure
desires

j while in others, each helps to hurl down the

manhood or the womanhood of the other; together,

they stifle worthy aspirations and fan impure desires,

and march down the broad avenues that lead to the

bottomless pit.

Another species of co-operation has for its object
education. It is one of the worthiest of our many co-

operations. There are many varieties, but the most

beneficent of them all are our free schools, which should

be cherished by every friend of direct co-operation.

We should study to improve them in their teachers

and appliances and multiply their advantages. They
are the stepping-stones to the attainment of mental

training and knowledge by the masses of our people,

such as shall make possible the successful development
and conducting of direct co-operations in the straggle

for food, clothing, shelter, and material prosperity.

Another species of co-operation has for its aim the

material welfare of those associated therein. Here, as

in the domain of government, the realm of religion,

social enjoyment, and education, there are many va-

rieties
;
some are direct and some are indirect. Next

to government the most universal form of co-operation
is that which results from the " division of labor," or,

as it is called sometimes,
" the organization of labor."

While we may count upon our fingers the grand
divisions of labor agriculture, mining, manufacturing,

trade, transportation, professional and personal serv-

ices, the various subdivisions of these divisions will

number more than a thousand. We are too apt to
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overlook the great co-operation arising out of the or-

ganization of labor, and neglect to give just credit to

the beneficent results arising therefrom.

The co-operation thus resulting is indirect. We
call it indirect for the reason that the divisions of la-

bor come to pass wholly from selfish motives, and to

secure individual gain, regardless of its effects upon
other men or classes of men

; nevertheless, the good
results are manifold-. The blacksmith learns and fol-

lows his trade solely for his individual gain ; although

wholly selfish in his motives and aims, he is not blame-

worthy. He comes to be an expert in his trade, and,

by reason of that expertness, he can produce more that

is beneficial to society, or, in other words, more of

wealth, than he can by being a " Jack of all trades and

master of none." He indirectly co-operates with the

carpenter, the cabinet-maker, the farmer, the tailor,

the merchant, and others.

While each of these, in his dealings with him, is

ever seeking to obtain the product of his labor as cheap
as he can, and obtain as high a price as he can for his

own products that he sells to him, yet the blacksmith

will secure the necessaries of life and many of its com-

forts in much greater quantity than he would if he

attempted to build his own house, construct his own

furniture, raise his own food, make his own clothes,

and effect no exchanges with any of them. Meager,

indeed, would be the quality and quantity of his food,

clothing, and shelter, if he had to obtain them from

nature, unaided by the indirect co-operation that results

from the division of labor. What is true of the black-

smith is true of every one else.

The merchant, while he seeks to buy as cheaply as
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he can and sell at as great an advance as he is able,

works out a most beneficent co-operation between those

of whom he buys and those to whom he sells. The
owners and managers of railroads build and conduct

them from the motive of personal gain, and quite re-

gardless, as a rule, as to how their business enterprise

may effect the material prosperity of those with whom
they come in contact. They have in many instances

been able to amass with great rapidity fortunes of such

magnitude as to almost become a menace to our free

institutions; nevertheless, they have been the means
of an indirect co-operation, beneficent in as great a de-

gree as the magnitude and success of their endeavors.

There are some classes in our community who are

wont to cry out in bitter terms against our whole in-

dustrial system, founded upon this division of labor,

and regard it solely as a mighty machine, whereby the

few despoil the many. That many evils have come to

pass must be conceded.

That many classes of laborers do not receive an

equivalent for the product of their labor can not be

truthfully denied
;
that some men amass fortunes they

have not earned, and that there is the possibility of a

great increase in results for good, must appear to

all who intelligently and candidly review the results

of our competitive industrial organization. But let us

not overlook the good that has come and is still flow-

ing from it.

Let us keep clearly in mind that it is the highest
form of industrial co-operation that large masses of

society have yet been able to maintain successfully.

The day-laborer secures more of the necessaries of

life amid the grindings of industrial competition, al-
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though the employer retains the lion's share of the

results of his labor, than he could possibly secure if he

was laboring alone in "the struggle for existence."

Let us not tear down and destroy, and "
fly to evils

that we know not of
"

; but, as we attain wisdom and

experience, modify and add to. We believe there is a

better form of co-operation attainable, where each shall

help the other to increase the result of his labor, and

neither take from the other any part of that which his

labor has produced.
It is toward co-operation as an ideal industrial sys-

tem that large masses of our people are moving. In

theory it is enticing ;
in practice it is difficult to attain.

The narrow selfishness of the average human activity

thwarts the most generous labor of the unselfish, chills

the enthusiasm and weakens the efforts of the philan-

thropic.

Let no man or class of men ever think that such a

system of direct co-operation can be thought out and

planned by the brain of man and put into successful

operation in all industrial activities and among all

classes, as a new scheme or creation, at any single epoch
in a nation's history. If ever attained it must grow
and develop as men grow wise and self-restrained

through long periods of time, and be tried by innumer-

able failures and great adversities.

As in the years gone by, the pioneers, advancing

westward, have here and there gone forth in the un-

broken forest, felled the trees, built the hut, and

through years that have lengthened into generations

of father and son, the son taking up the work of the

father, or a new comer occupying the abandoned be-

ginning, gradually, with unremitting toil, widening
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the clearings, improving the land, until, by-and-by,

clearings opened into clearings, and productive farms

joined farm to farm, and the prosperous agricultural

community came to pass ;
so must be the beginnings,

the progress, and the attainment of that direct co-opera-

tion that relates to the material welfare of society as a

whole.

Many pioneers have heretofore gone forth, many
huts have been built, many small clearings have been

made ;
some are widening ; many are deserted ;

some

have been re-occupied ;
but the great forest of selfish,

grinding competition still remains unbroken.

Our political institutions, joined to the growing

intelligence of the masses of our people, present oppor-

tunities and advantages for beginnings here and there

in direct co-operation in matters relating to material

welfare never before existing.

The spread of education and varied knowledge

among the masses of men, and our modes of rapid

transportation and communication, surpass, not only

the ideals, but even the highest flights of the imagina-

tion of the centuries prior to our own.

While many failures are doubtless before us, we be-

lieve many grand social achievements are yet possible

in the material welfare of men. Much has been al-

ready reached by means of co-operation. Yet all that

has been accomplished is but the beginning of greater

achievements to come.

The efforts in the special form of co-operation un-

der consideration have been more uniformly successful

than in any other. The associations formed for the

purpose have various names. The most common name

is Building and Loan Associations, but different names
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are used in different localities, such as "
Building As-

sociations,"
" Mutual Savings and Loan Associations,"

" Homestead Aid Associations,"
"
Co-operative Banks,"

etc. We prefer to class them under the name of " Co-

operative Savings and Loan Associations." This, to

our mind, describes them more accurately than any
other name by which they have been called.



CHAPTER II.

SOME OF THE BENEFITS OF CO-OPERATIVE SAVINGS

AND LOAN ASSOCIATIONS.

IN every business center of our land, whether a

city or a village, there is a large class of the population
that work for wages. Some are artisans, some are

clerks. Their thrift and prosperity must always de-

pend upon the amount they save.

It is not the amount of wages that the wage-worker

earns and receives that makes him prosperous and

ultimately independent, but the amount that he saves

from his wages.

Habits of saving can be cultivated as well as habits

of spending. With every person the temptations to

spend money are manifold. The devices by which he

is induced to part with his money are numerous and

ingenious from a church lottery to the dice in a beer

saloon. Then the urgency of appetite and the allure-

ments of social enjoyment, even when innocent and

harmful, are seductive influences that lead to the

parting with money in the face of resolutions to save it.

To encourage savings, it is important that there

should be abundant opportunities for laying them by
where they will be safe, and at the same time beyond
immediate reach for the gratification of passing de-

2
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sires. To secure this opportunity, there should be

in every town savings institutions of some kind, where

the wage-worker can deposit his savings at frequent

intervals, and allow them to accumulate, and where

interest or profits upon the accumulation shall be add-

ed to them from time to time.

The wage-earner will be more liable to withstand

the temptation to spend his money if he has under-

taken to save a definite sum each week or month, and

deposit it at a given time, than he will if the amount

and the time of depositing are left uncertain. Having
undertaken by an agreement to save a fixed sum

monthly or weekly, and deposit it at a certain time in

the month or week, he will have a definite purpose in

view, and will plan to carry it out. An act of this

kind by one artisan or clerk tends to stimulate his as-

sociates to do the same, and the example of each will

stimulate others in the good work.

Any one who steadily follows a course of saving

forms a habit of great importance to his future career.

A man with a definite object before him, and to secure

which he is laboring, if it be a worthy one, will be a

better man, and more successful in his undertakings,

than if without a specific aim of the kind. He labors

best who labors to attain some result beyond the wages
he receives. If the clerk has made a firm resolve to

save and accumulate his savings until they shall amount

to one thousand dollars, he will be a better clerk by
virtue of this resolution. His task will grow easy as

he pursues his aim, the first hundred dollars saved

being the hardest to secure.

All persons concerned in savings will take greater

interest in their mutual endeavors if the savings insti-
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tution in which they deposit is of their own forming
and under their own management, provided, of course,

that the system upon which it is organized and con-

ducted insures the safety of their savings, and secures

a satisfactory rate of interest or profits.

Among the many worthy objects which the wage-

worker, whether artisan or clerk, may seek to attain

pertaining to his material welfare, none will exceed in

beneficial results the determination to own a home.

A home of his own does much for the one who labors

with brain or muscle. "
Home, sweet home," even in

song and melody, has softened many hearts and moist-

ened many eyes. As an object in view for which to

labor, it has warded off many shafts of temptation,

lightened the fatigue of toil, and filled many of the

hours of rest with pleasant day-dreams. A man who
has earned, saved, and paid for a home will be a better

man, a better artisan or clerk, a better husband and

father, and a better citizen of the republic.

Every influence that encourages and stimulates

home-building and home-owning works good to the

individual and to society. In home-building, as in

savings, the endeavor of one in that direction stimu-

lates his friends and his neighbors. When several are

working together, they become a center from which

an influence radiates throughout the community.
Whenever an individual has set a home, neat, comfort-

able, and paid for, before him as an object to strive

for, and has steadily pursued his resolve to save his

earnings that he may attain his purpose, he is well

started toward success and material prosperity, accord-

ing to the measure of his abilities. The greater the

number of such persons in a society the greater will be
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its prosperity and the higher the tone of its morals.

In the hands of citizens such as these the destinies of

the republic will be safe.

The greater number of those who commence life

without the aid of a patrimony do not fully appreciate
the influence and importance of owning a home until

they have married and are at the head of a family.

Their home is a rented house, or rooms in a tenement.

Rent-day comes as certain as the seasons. It does not

stop when the mill or manufactory shuts down; it

takes no account of sickness and doctors' bills, baby
outfits or nurses

;
it does not adapt its exactions to the

varying prices of meat or flour. If not paid the no-

tice comes,
" move out

"
;
and if the tenant does not

move or pay, the sheriff comes quickly to compel it.

There is no pride in caring for, improving, or beau-

tifying a rented house shall I say home ? No, it is

not a home
;

it is but a stopping-place, a structure to

ward off the winds and the storms. No tendrils of

heart affection cling to it. It is all the same to the

tenant if he move to another house the next month,

except for the expense.

How often such a family wish for a home of their

own ! But its attainment seems so impossible that no

endeavor to secure it is aroused. There are many of

these that would make the endeavor if a feasible way
were pointed out. If by some means the sum they pay
in rent could be applied in payment for a home, they
would gladly avail themselves of the opportunity.

If, instead of making large payments, they could

pay in monthly payments, and at the same time not

pay more for the home than its fair value, the advan-

tage would be greater, and increase the chances of ulti-
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mate success. All members of the family could unite

in the good undertaking, and new hope and incentive

to labor would lighten present toil, and make more

easy self-denying frugality.

Just these advantages and opportunities for secur-

ing a home the institution for savings in every busi-

ness center should afford. It may be asked : How can

it give such opportunity if conducted upon business

principles such as will make it a safe place for sav-

ings ? Let us explain. The safest loan for a savings

institution is a first mortgage upon real estate, pro-

vided the amount loaned does not exceed a certain

percentage of the fair market price of the real estate

loaned upon. What that percentage should be, to

insure safety, depends upon several conditions, viz. :

1. Whether the real estate is principally land, or its

principal value arises from the buildings upon it.

2. Whether, at the time of the loan, the land has an

inflated or speculative market value, or is depressed in

its fair value by business stagnation. 3. The manner

in which the loan is to be repaid, which will have

great influence in modifying the percentage of loan as

related to its market value. If the time of payment
is deferred for a long term of years, the percentage of

the loan upon the market value must be much less

than when the borrower commences to repay the loan

the next month after it is made, and continues from

month to month to make such payments until it is

wholly repaid, or, what is the equivalent of such direct

payment, he pays into the savings institution each

month, in addition to monthly interest, a sum which

the institution holds as a security for the payment
of the loan in addition to the mortgage. Under these

0* THE^
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conditions, a loan made upon real estate that is safe

at the time of the loan a loan such as could be real-

ized by an immediate foreclosure is likely to remain

safe by reason of the increased security given from
month to month.

How shall the one who desires to pay for his home
become a safe borrower ? Let us assume that seventy-
five per cent of the cash market value would be a safe

investment for the savings institution at the time of

making the loan, in cases where it was to be paid in

monthly payments, and interest payable monthly. If

the borrower has, to commence with, a margin of

twenty-five per cent on the value of the home he de-

sires to purchase, he can buy at once, pay the margin,
and borrow the seventy-five per cent from the savings

institution, mortgage to them, and make his monthly

payment until all is paid for.

If he has not the margin of twenty-five per cent to

commence with, then he must commence to save his

earnings, and deposit them monthly or weekly until

the deposits so made, with the addition of the interest

or profits upon them, amount to the original margin ;

then he can buy, make his mortgage to the association,

and proceed to pay for his home in monthly payments
these monthly payments not much exceeding in

amount the sum he was paying for rent. In a few

years the home will be paid for, free of all incum-

brance.

Another advantage is offered by the co-operative

savings and loan associations : It frequently happens
that a member may want to borrow a sum for which

he has no real estate to offer as security. He has

shares in the association upon which he has been
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paying promptly for many months. He lias friends

who are willing to indorse for him, but their indorse-

ments might not be thought good at the bank or with

the money leaner. Moreover, he wants the loan on a

basis that will enable him to repay in monthly install-

ments. His friend or friends also hold shares in the

association, and have no present use for the money
accumulated in the association upon their shares.

They are using it simply as a savings institution.

They have confidence in their friend who wants to

borrow, and are willing to pledge their shares to the

association as a collateral security for the repayment
of the loan. They can do so, if the amount paid in

upon all the shares thus pledged exceeds the amount

of the loan. This makes the association absolutely

secure, and places the borrower in the best condition

possible for repaying his loan.

We have endeavored in this chapter to outline

some of the benefits resulting from co-operative sav-

ings and loan associations. We have studiously avoid-

ed portraying them in vivid colors. Many benefits

will accrue from them that we have not mentioned.

Many other co-operations, through their instrumental-

ity, will be made. The members will become trained

in business habits and methods; accumulations will

be made, which may be joined together in business

co-operations. Not least among their manifold bene-

fits is the stimulus they will give to endeavors of tem-

perance, industry, and frugality.



CHAPTER III.

TYPICAL "CO-OPERATIVE SAVINGS AND LOAN ASSO-

CIATIONS."

THE purpose of the present chapter is to give a

general outline of the scheme upon which co-operative

savings and loan associations are conducted. There

are so many modifications of the general scheme that an

attempt to refer to them all would confuse the reader.

A particular class has therefore been selected, a class

that is typical, and involves the fundamental princi-

ples of all. In a subsequent chapter we shall point out

the important divergencies from this typical form.

The Legislature of the State of New York, in 1887,

passed an act entitled " An act providing for the for-

mation of co-operative savings and loan associations."

It is known as Chapter 556 of the Session Laws of

1887. We shall select the scheme which this act em-

bodies for our general outline. We do so because we
believe it embodies the true principles upon which

this form of co-operation should be conducted.

Co-operative savings and loan associations are cor-

porations. Every member of an association is a stock-

holder, and holds a certificate of stock, stating the

number of shares owned by him.

In an ordinary business corporation the stockholder
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buys his stock and pays its fall value at the beginning
of his membership, making no further payment upon
it while he owns it. He buys it as an investment, and

his profits from the investment come in the form of

dividends from time to time. If the business of the

corporation is successful, and gives promise of large

and steady dividends in the future, the value of the

shares advance
;
and the reverse will occur if no divi-

dends are paid, and the outlook for the success of the

enterprise in the future is foreboding.

In the co-operative savings and loan association

the stockholder pays only one dollar when he buys a

share of stock, except under circumstances hereafter

explained, and then continues to pay one dollar each

month upon it to the association, until the small sums

thus paid, increased by the dividends added to them

by the association, amount to the sum of two hundred

dollars. When this amount is reached the stockholder

surrenders his share of stock and the association pays
him two hundred dollars in one sum.

The one dollar which is paid in each month is called

dues, and when the share has reached the value of two

hundred dollars it is called a matured share. It rep-
resents two hundred dollars of accumulated savings.

Thus it appears clearly that the capital of the associa-

tion consists of the accumulated savings of its mem-
bers, paid to the association upon shares of stock, and
increased by interest which the association has re-

ceived from loans made by it from the savings of its

members thus paid to the association, and from other

minor sources of income. It follows that the amount
of the capital of the association will vary from month
to month and year to year.
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The stock of the association is issued in series.

The first stock issued is series No. 1
; the next, series

No. 2, and so on during the life of the association. It

is usual to issue a new series at the beginning of each

fiscal year. All stock issued during the fiscal year will

belong to that series. After a new series is issued no

stock will be issued in a prior series.

All persons taking shares of stock at the first

monthly meeting in the year will pay at the time of

getting their shares one dollar dues on each share.

Persons taking shares at the second monthly meeting
will pay two months' dues. If obtained at the fourth

monthly meeting, four dollars dues will have to be paid.

Stocks taken out after the sixth monthly meeting, in

addition to paying dues to the same amount they

would have paid if they had taken the stock at the

first monthly meeting, are charged a certain amount

of interest, the amount of interest being usually the

same as that which the association pays to a share-

holder who withdraws from the association after he

has made six months' payment of dues and before the

end of the fiscal year.

The reason for charging dues upon all stock issued

during the fiscal year, the same as the shareholder pays

if he takes his stock at the first meeting in the year, is

to make the amount of dues paid to the association

upon each share issued in each series and outstanding

at the close of the fiscal year, precisely the same, so

that all shareholders in the series are entitled to

the same amount of dividend in the distribution of

profits.

A distribution of profits and losses should be made

before the issuing of a new series. Some associations



TYPICAL ASSOCIATIONS. 19

issue semi-yearly series, and even quarterly series. To

do so simply requires the distribution of profits and

losses to be made before the issuing of a new series.

We have now described the system as to a share-

holder who continues to pay his dues until his share

of stock has reached the value of two hundred dollars,

when his accumulated savings are paid to him and he

surrenders his stock. But suppose that at any time

before such matured value is reached the shareholder

finds himself unable to continue the payment of his

dues, or he wishes to use the money he has already ac-

cumulated, or for any other cause desires to withdraw

from the association ! What then ?

Every share of stock outstanding has upon the

books of the association a holding value and a with-

drawal value. The holding value is made up of all

the dues that have been paid in, plus all the profits

that have been added in the distribution of profits.

The withdrawal value is the sum which the association

will pay to the shareholders who withdraw before their

stock has reached its matured value.

It is not customary to allow the withdrawing share-

holder all the profits which have been added to his stock

in determining its holding value. Some portion of them

is usually retained by the association. When no part

is retained, the holding and the withdrawal value will

be the same. Each association determines for itself

what portion, if any, of the profits it will retain from

the withdrawing shareholder. The share of the profits

retained, deducted from the holding value, will give

the withdrawal value. In some associations the by-

laws prescribe a certain definite percentage of the

profits to be retained
;
in other associations the board
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of directors are empowered by the by-laws to determine

from time to time what this percentage shall be.

In some associations the withdrawal value of each

share of stock is determined at each distribution of

profits, that is, at the same time the holding value is

declared. The withdrawal value thus declared will

continue until the next distribution of profits. Shares

withdrawn at any time after such declaration of their

withdrawal value and before the next distribution of

profits will have added to such declared withdrawal

value any dues paid and a certain rate of interest on

such dues and on the withdrawal value as declared

down to the time of their withdrawal. This rate of

interest should be fixed by the by-laws.

All associations require at least thirty days' notice

of a desire to withdraw, before the association becomes

liable to pay. Only a certain portion of the receipts

of the association are applicable to paying off with-

drawing shareholders without the consent of the di-

rectors. In associations that have no matured shares

calling for payment, one half of the receipts are ap-

plicable to the payment of withdrawals
;
and only one

third, when they have matured shares awaiting pay-
ment.

When the demands of withdrawing shareholders

exceed the funds applicable to their payment, they are

paid in the order in which their notices of withdrawal

were filed with the secretary of the association.

Only one third of the receipts are applicable to the

payment of matured shares without the consent of the

directors; and when the funds are not sufficient to

pay all matured shares at once, the directors deter-

mine in what order they shall be paid ; and, from
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the time they reach their matured value until paid,

they draw a certain rate of interest, determined by the

by-laws. The object of thus apportioning the receipts

is always to have a certain part of them to satisfy the

wants of shareholders desiring to borrow.

Shares of stock which have not been pledged to

the association for a loan are called unpledged, or
" free

"
shares. Shares that have been pledged to the

association are called "
pledged," or " borrowed "

shares.

For the purpose of preventing a few heavy share-

holders from obtaining and holding control of the

association, the number of free shares which any one

shareholder can hold is limited to ten in any one series,

and the number of borrowed shares to twenty.
It is customary to charge what is known as an en-

trance fee, not exceeding twenty-five cents on each

share of stock issued. Its object is to aid in defraying

expenses.

All shareholders sign the by-laws upon taking
shares of stock. They may sell their shares of stock,

if unpledged, to any person, and upon such transfer

being made upon the books of the association, and the

transferee signing the by-laws, he will become a share-

holder in the association. A transfer fee not exceed-

ing twenty-five cents a share is usually charged by the

association.

All dues upon stocks are paid to the association at

a regular stated time in each month. A committee of

the board of directors receive these dues, and receipt

for them in a pass-book which is issued to each share-

holder. When the hour has passed for receiving dues,

they pass the receipts of the evening over to the treas-



22 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

urer of the association, and take his receipt therefor.

All interest upon loans made by the association is paid
in monthly installments, and paid at the same time

with the dues
;
in short, all the receipts of the associa-

tions come in at the stated meetings each month. No
officer has the right to receive funds for the associa-

tion except at the stated meetings, except that the

treasurer may receive payment of loans at any time
;

but, when not paid at such a meeting, interest has to

be paid upon the loan until the next stated meeting.
For the purpose of securing prompt payment of

dues and interest, the association imposes a fine, not ex-

ceeding ten per cent of the amount of dues or interest

defaulted. The amount of the fine is fixed by the by-
laws.

The funds of the association are loaned only to its

shareholders. The loans are usually made in sums of

two hundred dollars, the value of a matured share, or

a multiple thereof. Some associations, however, make
the minimum limit of a loan fifty dollars, or one

fourth of the matured value of a share
;
and the next

grade in amount one hundred dollars, or one half a

share.

Every shareholder has the right to become a bor-

rower, upon giving the required security, to an amount

equal to the matured value of the shares owned by
him. Thus, if he owns ten shares, he may become a

borrower to the extent of two thousand dollars.

While all shareholders have the right to become

borrowers, all will not want to borrow at the same

time
;
but it will often occur that there will not be

sufficient money to meet the wants of all who do wish

to borrow. As all who have adequate security to offer
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stand on equal ground, it becomes an important ques-

tion, relating to the harmonious workings of the asso-

ciation, to determine in what manner the first right to

a loan from the funds of the association shall be de-

cided. The common, and we believe the most equita-

ble and satisfactory mode is to decide it by an open

bidding of a premium the one bidding the highest

premium to have the money ;
in short, awarding the

loan or loans to the highest bidder or bidders.

Upon the subject of the kind of premium bid and

how paid, there is great divergence in the "
building

associations,"
"
co-operative banks,"

" mutual loan

associations," etc. We can not stay to explain them
at this time it would confuse rather than otherwise.

We will describe the scheme at this time of the co-

operative savings and loan associations of New York.

It already appears that the value of a matured share,

two hundred dollars, is the unit in all loans. If the

loan is less than two hundred dollars, it is a definite

fractional part, one fourth or one half of that sum.

So that the language of the borrower, when stating

how much money he wants to borrow, describes it by

naming
" one share," if he wants to borrow two hun-

dred dollars
;

"
five shares

"
if he wants to borrow one

thousand dollars; "one quarter of a share" if he

wants to borrow fifty dollars, etc. This is simple,

when the premium bid is so much a share
;

it is read-

ily understood and the amount is easily computed by
all interested. Thus, if there are two thousand dollars

to loan and two or more shareholders want it, the proper
officer offers the money for sale : A bids "

fifty cents,"

B "seventy-five cents"; A raises his bid to "one
dollar

"
;

if no one bids above him, the money is struck
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off to him. The premium he has agreed to pay for

the loan is one dollar per share. If the number of

shares he is borrowing is ten, the total premium is ten

dollars, and the total amount of money he will receive

will be two thousand dollars, less the premium. Al-

though he receives but nineteen hundred and ninety

dollars, he will give a security for two thousand, and

pay interest on that sum. The "
premium per share

"

retained passes to the profit-and-loss account of the

association.

When there is no competition for the money the

borrower will simply bid "
par," and no one raising his

bid, he will be awarded the money, and will receive

the full sum of two hundred dollars per share. Under
this system the only purpose of bidding a premium is

to decide who shall have the money when several de-

sire it. The securities received by the association, in

fact, call for the payment of the principal sum named

therein, and interest upon the same
;
and the whole

subject of premium is closed when the loan is perfected.

We shall explain the other systems of premiums in a

subsequent chapter.

Immediately following the receipt of dues and

interest at each stated monthly meeting, all the funds

of the association that can be loaned at that meeting
are offered to borrowers, and bids therefor invited.

The person or persons to whom a loan or loans are

awarded at once submits a statement of the securities

proposed. At once following the sale of money to

borrowers, the directors hold their regular monthly

meeting for the transaction of the business of the

association. The directors have power to pass upon
the securities at their meeting, but the usual course
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is to refer them to the finance committee. This mode

is always pursued in reference to real-estate security.

The form and kind of securities required by the

associations are as follows :

1. In all cases a bond conditioned upon the pay-

ment of the loan and the interest thereon,.according

to the provisions of the scheme of the association.

2. In all cases also the assignment to the associa-

tion of the shares of stock borrowed upon, as collateral

security for the payment of the loan.

3. A first mortgage upon unincumbered real estate,

containing the same conditions as the bond and col-

lateral thereto.

4. Or in lieu of the mortgage, other shares of stock

of the association may be pledged, provided their with-

drawal value, added to the withdrawal value of the

shares borrowed upon, shall exceed the amount of the

loan, and interest thereon, for six months. This gives

absolute security the association having the money
with which to make good the loan in case of default

by the borrower.

A loan secured by a pledge of shares is known as a

stock loan ; and when secured by a mortgage on real

estate, as a mortgage loan.

In associations where the premium bid is per share,

as before described, the rate of interest charged is six

per cent per annum, payable in monthly installments.

The interest on a share for one month is one dollar.

To illustrate the simplicity of this scheme, suppose
A to be the owner of five shares, upon which he is

paying his monthly dues, amounting to five dollars.

He becomes a borrower to the extent of one thousand

dollars, securing the same by pledging his five shares,

8
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and a mortgage upon real estate. The interest upon
each share of his loan two hundred dollars is one

dollar a month, or five dollars on the five shares
;

his

dues are five dollars, making his monthly payment
to the association ten dollars. If he continue paying
five dollars dues on his stock, and five dollars interest

on his loan until his stock has reached its matured

value the sum of one thousand dollars the value of

his stock becomes the equivalent of his loan, and they
balance each other. He surrenders his stock, and the

association cancels his securities.

The safety to the association of the security of a

loan, constantly increases from the next meeting after

the loan is made, by the increasing value of the shares

borrowed upon, from the payment of dues thereon.

But the borrower is not obliged to retain his loan until

his shares of stock reach their matured value. He

may repay his loan in full at any time, or one share

thereof. If he so pays, except at a stated monthly

meeting, he must pay interest up to the next meeting.
When he has paid his loan in full, his shares will be

released from the pledge for the loan, and he will hold

them again as unpledged or free shares.

But instead of paying his loan in full, and still re-

taining his shares of stock, he may wish to have their

value applied in part payment of the loan. In that

event he will apply at a stated monthly meeting, and

give proper notice of his desire to pay his loan and

have the shares borrowed upon applied in part pay-

ment. Their withdrawal value will be allowed to him

upon his paying the balance of the loan, and his shares

of stock will be canceled, and the association will sur-

render his bond and give a discharge of the mortgage.
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But suppose a borrower from any cause does not

keep up the payment of his dues and interest. What
then? When he becomes six months in arrears for

interest and dues or either, the whole loan becomes

due at once, at the option of the directors, and the

association may commence an action to foreclose upon
the securities. In this action the withdrawal value

of the shares borrowed upon, at the time of commenc-

ing the action, will be applied upon the debt, and the

stock canceled, and the decree taken for the balance.

The usual and ordinary procedure of the courts in such

cases controls the case thereafter.

The associations may become purchasers at a pub-
lic or private sale of any real estate upon which they
have a lien, or in which they have any interest, and

thereafter to hold, lease, mortgage, or sell the same, as

any individual might do. If for any cause at a sale of

the mortgaged premises in the foreclosure action a

sufficient sum is not bid for the premises to satisfy the

costs and mortgage claim, a judgment for any de-

ficiency may be taken against the borrower upon his

bond.

We now come to the subject of the distribution of

profits.

The gross profits of the association will consist of

interest, premiums, share of profits left by withdraw-

ing shareholders, fines, transfer and entrance fees.

The principal item, of course, will be interest.

Under the system we are outlining premiums will

not usually amount to a large sum. It is not desirable

that they should, because large premiums mean that

the borrower will, in effect, pay large interest; and,

when he does so, it works injustice as between the bor-
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rower and the holder of free shares, by giving to the

latter large profits at the expense of the former. Of

this we shall speak more at length hereafter. Dues

paid can not, of course, be reckoned as profits ; they
are capital.

For the purpose of illustration, we will first describe

the distribution of profits, at the close of the first fiscal

year, in an association which issues a yearly series only.

The expenses of conducting the business should always
be paid in full up to the time when the distribution is

made. We will assume the association has issued dur-

ing the year eleven hundred shares of stock
;

that

some of these have been withdrawn, so that at the end

of the fiscal year only one thousand shares are out-

standing. Upon each of these shares there has been

paid during the year twelve dollars in dues, making
the total upon all the shares twelve thousand dollars.

It may prove that the dues are in arrears on some

shares
;

if so, the amount so in arrears, and fines there-

on, should be treated as an asset, because it is a sum
due the association, and will be paid. The assets of the

association will consist of loans, for which it holds se-

curities, cash on hand, dues, interest in arrears, and fines

accrued thereon. The sum of these will constitute the

assets on hand
; but, to be absolutely accurate and just

in the distribution, there is another item that should

be included in the assets for the purpose of the dis-

tribution of profits, namely, the interest on the loans

for the last month of the fiscal year, which will not be

paid until the first meeting of the new fiscal year

that is, the fiscal year for convenience should com-

mence with the first meeting in the year and will end

at the beginning of the first meeting in the next fiscal
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year. The interest paid at the first meeting of the

next fiscal year accrued during the last month of the

old fiscal year, and should be counted among the assets

of that year in ascertaining the exact profits of the

year. Adding the interest upon the loans to be paid
at the next meeting to the assets above named, we have

the total assets for the purpose of distribution. De-

duct the twelve thousand dollars liability for dues

paid, which constitutes in fact the capital of the asso-

ciation, and the remainder will show the net profits of

the year's business. Now, if we divide this net profit

by the number of shares outstanding, viz., one thou-

sand, the quotient will be the sum that should be

added to each share as a dividend in the distribution

of profits.

This is a simple method, but another method may
be pursued, viz., dividing the net profits by the total

amount of the capital namely, the twelve thousand

dollars and the quotient will then be the percentage
to be added to each dollar of the capital as a dividend.

In case of an association having several series out-

standing at the time of the distribution, this method

must be followed. When the dividend has been added

to the twelve dollars of dues paid during the year,

their sum constitutes the "
holding value

"
of each

share of stock at the beginning of the next fiscal year,

and the sum of such "
holding value

"
of all the shares

will constitute the capital of the association at the be-

ginning of the next year. In this distribution we have

assumed that there were no liabilities except the capi-

tal stock. If the association owes borrowed money,
the amount would be treated as a liability in making
the statement to find the net profits for distribution.
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"We will next illustrate the distribution of profits in

an association issuing a yearly series at the end of its

third fiscal year. The association will have outstand-

ing three series of stock. The holding value of each

share of the first and second series was determined at

the last distribution of profits, and if we take the hold-

ing value of one share in the first series and multiply
it by the total number of shares outstanding in that

series at the end of the third fiscal year, we have the

total holding value of the first series. Performing a

like operation in reference to the outstanding shares

in the second series, we ascertain the total holding
value of that series at the beginning of the year. By
adding together these two results, we have the total

holding value of the first and second series, which con-

stituted the total capital of the association at the begin-

ning of the third fiscal year, and upon which monthly
interest has been received during the year.

Upon each of these shares outstanding at the close of

the third year there has been paid twelve dollars of dues.

There have also been paid twelve dollars of dues on each

share outstanding in the third series of stock. These

dues are not only a liability, but they have been added

to the capital, and are entitled to share in the profits,

and we must treat them in this double aspect. The

treatment of them as a liability in making up the state-

ment of liabilities and assets is simple. By multiply-

ing the total number of shares outstanding in all three

series by twelve, we have their sum total as a liability.

We also have it as capital. By adding their sum total to

the total holding-value of the first and second series as

above found, we have the total liability of the associa-

tion on account of capital. If there are any other
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liabilities of any kind, they should still be added to

this total for the purpose of making the statement of

liabilities and assets. Having ascertained the total

liabilities, the next step is to ascertain the total assets.

These will usually consist of securities for loans, dues,

interest, fines unpaid, and cash on hand. As ex-

plained in our illustration of distribution when there

was but one series of stock to share in the dividend,

we must include in the statement of assets, to be

wholly accurate, the interest which becomes due and

payable at the first meeting in the next year. This

will be, of course, in the scheme we are outlining in

this chapter, as many dollars as there are shares bor-

rowed upon. In addition to these items, we should

include in our assets the fair cash value of any real es-

tate or other property that the association may chance

to own. Having ascertained the total assets, we de-

duct therefrom the total liabilities, and the remainder

is the net sum of the profits for the year to be declared

as a dividend upon the capital.

It is apparent that each dollar of the capital repre-

sented by the first and second series of stock is entitled

to the same dividend. It has been invested the whole

year. That part of the capital made up of the dues

paid during the year has not been invested during the

whole year. It has been paid from month to month

during the year, and invested from the time, as it was

received. "We must find what sum invested for a year

would be their equivalent. That the illustration may
be simple and clear, we will first take the dues paid

upon a single share, viz., twelve dollars. The first

dollar paid at the beginning of the year has been in-

vested twelve months ; the next dollar eleven months ;
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the next, ten months; and so on to the twelfth dollar,

which has been invested one month. Now 12+ 11 +
10 + 9 + 8 + 7+6 + 54-4 + 3 + 2 + 1 = 78. Thus
we find that the twelve dollars received and invested

during the year in monthly installments, each install-

ment being paid and invested at the beginning of each

month, is equivalent to one dollar invested for seventy-

eight months; and one dollar invested for seventy-

eight months is equivalent to $6.50 invested for one

year. Multiplying the total number of shares out-

standing in all the series by $6.50, we have a sum

which, if invested for the whole year, would produce
the same income that the total dues will produce when
received in monthly installments, and invested from

month to month. By adding this equated sum, ob-

tained as above described, to the total value of the first

and second series, we have the total sum by which to

divide the net profits, and the quotient will be the

dividend percentage to be made upon each dollar of

the capital invested during the whole year.

Taking now the "
holding value

"
of a share in the

first series at the beginning of the year, and multiply

by the dividend percentage on one dollar, and we have

the total dividend to be made on said share, except

the dividend on account of dues paid during the year.

To find this, we will multiply $6.50 (the reason of

which was above explained) by the dividend percent-

age, and the result will give us the dividend to be

made on account of the dues paid in during the year.

Adding together the holding value at the beginning of

the year, the dividend made thereon, the dividend on

the dues paid during the year, and the dues themselves,

and we shall have the holding value, which is also the
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capital value, of the share at the beginning of the

fourth fiscal year. Multiplying this value of one share

by the number of shares in the first series, and we have

the total holding value of the first series after the divi-

dend has been added.

Next taking a share of the second series, and per-

forming in reference thereto the same operations above

given in reference to the share in the first series, and

we shall obtain the same result in reference to the sec-

ond series.

In reference to the third series, we simply multiply

$6.50 by the dividend percentage, and add the result

to the $12 of dues, and their sum constitutes the hold-

ing value of a share in the third series of stock at the

beginning of the fourth fiscal year. Multiplying by
the total number of shares in the third series, we have

the total value of this series. Now, adding together

the totals of the three series, we shall have a sum equal

to the sum of the total assets with which we started,

if our computations have been correct. If they bal-

ance, it proves the correctness of the computations. If

they do not balance, it demonstrates that we have com-

mitted errors, and must find them.

The procedure here outlined is applicable to a dis-

tribution of profits in an association having any num-
ber of series outstanding. The same operations are to

be performed with reference to each series, except the

last series, which have been described with reference

to the first and second series of stock in the foregoing
discussion

;
and the operations with reference to dues

paid during the year upon all series will be the same

as above described, and they will be the same with

reference to the last series. The same operations will
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also be pursued in case of a half-yearly or quarterly
series scheme in the distribution of profits before the

issuing of a new series. The only variation will be in

equating the monthly payments. The equation will

have to be made for the shorter term instead of for

one year.

In ascertaining the dividend percentage, if there is

a small fraction it is often advisable not to use it, but

carry over as an undivided profit the sum to which it

would amount. In the foregoing illustrations we
have assumed a distribution of all the net profits.

Some associations, and we deem it a wise course to

pursue, deduct from the net profits a small percentage
before making the distribution and carry it over as

undivided profits, gradually increasing the amount thus

carried over as undivided profits from year to year, and

thereby making what may be properly called a "
guar-

antee fund "
;
and if any losses are sustained during

the year, charge them up against this fund, thus dis-

tributing the effect of any loss that may occur in such

a manner as not to impair seriously the steady distribu-

tion of a fair dividend at the close of each fiscal year,

or before a new series is issued.

Upon this subject we refer the accountant to the

ninth chapter, devoted to the subject of " How to

keep Accounts."

We should allude to the liability of these associa-

tions to suffer loss. We know of no business under-

taking, co-operative or otherwise, free from all liability

of loss.

It is important to every one interested in the sub-

ject of co-operative savings and loan associations that

he should understand the liability of loss that attaches
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to the scheme in its practical workings. The first

liability to loss is one common to every corporation

the possibility that the officers who handle the

money will prove dishonest and steal the funds. In

this the liability in these associations is at the mini-

mum. The funds received by the association are re-

ceived at the stated meetings by the committee of the

directors; one of their number has receipted in the

pass-books of the members for all received
;
another

member has checked the amount off in another book

where it was charged against the shareholder at the

beginning of the meeting; a third has counted the

money as received. Immediately at the close of the

receipts, they balance the cash received with the

amount checked as paid, and pass the cash over to the

treasurer, and take his receipt. The book upon which

the amounts paid have been checked is kept by the

secretary. The total receipts of the evening are at

once reported to the directors at their meeting. Loans,
as before stated, may be repaid to the treasurer at any
time. At no time will a large sum of money be on

hand in the treasurer's custody, as compared with the

total assets of the association. A bond is required of

him, much larger than any sum that will be in his

hands at any one time, with two sureties approved by
the directors. We assert there is no business con-

cern handling the same amount of money in which
the liability for loss is less than in these associations.

No moneys can be paid out by the treasurer except

upon the order of the directors, which order must be

signed by the president and secretary.

The next liability is the possibility of the securities

taken for loans not being good, and the full amount
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of the loan not being realized in the event the bor-

rower defaults in paying the loan. This liability is

incident to the savings-bank, and to every institution

that loans money ;
but here again we assert these asso-

ciations are safer than any other scheme for savings yet

devised. We have before alluded to the fact that all

loans made upon a pledge of shares of stock, the with-

drawal value of which exceeds the amount of the loan

and six months' interest thereon, were perfectly safe.

As an association advances in age, the percentage of

its loans thus secured will increase. Now as to liability

to loss on mortgage loans. The same care as to titles

is required as in any corporation loaning money on real-

estate security. Whether the value of real estate of-

fered is sufficient is determined usually by a duly ap-

pointed committee of the directors. Every one of

them is personally interested in the safety of the

security ;
his reputation is also at stake with his fellow

shareholders
;
he receives no benefits by deciding that

the real estate offered is a sufficient security which he

would lose by deciding otherwise. He stands in a

position to be absolutely unbiased, except that his

every interest is in the direction of securing only a

good security. His judgment may be at fault, but the

committee consists of three men
; they are passing

upon the value of real estate in their own town
; they

know its market value, its advantages and disadvan-

tages. More important than these facts is the one

that the payment of the loan, except as to a part, is

not long deferred. At the next monthly meeting the

borrower begins, in effect, paying his loan
;
the shares

of stock borrowed upon are increasing in value. If

the loan was safe at the time it was passed, the chances
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are very small that it will ever become unsafe. If it

was an unsafe loan at the time when passed by the

committee, it will constantly grow safer so long as the

borrower continues the payment of his dues and inter-

est. It should have been stated before that these asso-

ciations make loans only in their immediate vicinity,

so that many shareholders know constantly of all loans

made, and all may know who desire. Another fact

should not be forgotten in this connection, that the

moral risk of a class of men who have planned for

themselves a steady course of saving, or the paying for

a home by monthly savings, is far above the average
moral risk of a mortgage in the usual mode. In the

event of the association having to l)id in a parcel of

real estate to secure its debt, it has a great advantage
in selling it again, by getting a small down payment
and the purchaser becoming a shareholder and paying
for it in the monthly sums upon dues.

For the foregoing reasons we believe the scheme of

these associations, in their practical workings, is more

free from liability of losses than any other scheme in

operation.

The question naturally arises, in case there are no

borrowers, what then ? Such a contingency will sel-

dom arise, and, if it does occur now and then, it will

be temporary in its duration. The worst result from

s.uch a contingency is a failure, for the time being, to

make profits; the principal sum of dues paid is not

impaired. The scheme of the association, however,

provides for such a contingency if it arises and con-

tinues, and that is by compelling withdrawals in series

that have attained a certain age. What share shall be

withdrawn is determined by lot, the shareholders thus
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compelled to withdraw being paid the "
holding value

"

of their shares. It is very seldom in the experience of

these associations that this remedy has to be used. In

the natural course of business, if the association is not

making fair profits, shareholders will begin to with-

draw at the withdrawal value of their shares, thereby

leaving such portion of the profits which have been

added to the dues paid as the by-laws of the associa-

tion provide. The profits thus retained help to in-

crease the profits to be divided at the next distribution

among the shares that remain outstanding.

There can not be anything like a "run upon a

bank "
upon one of these associations ;

it matters not

how many want money on withdrawals, each share-

holder must wait his turn
;
he must give the thirty

days' notice of his desire to withdraw, and if there is

not sufficient money applicable to the payment of with-

drawals to pay all who have given notice, they are

paid in the order of the time when their notices of

withdrawal were filed with the secretary. The asso-

ciation will pay them as rapidly as possible, because

the one withdrawing is surrendering some portion of

his profits, which accrues to the benefit of the share-

holders remaining ; hence, the payment of withdraw-

als is always a profitable use of the funds received into

the treasury. The nature of the scheme does not ad-

mit of that combination of facts which must occur to

produce the feeling of uncertainty, doubt, and sus-

picion, which breed the panic and sudden rush of de-

positors in a bank to obtain their money.
The management of the association is in the im-

mediate control of the board of directors, consisting

usually of nine members, with the president, secretary
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and treasurer and vice -
president as additional ex

officio members thereof, making seven members a

quorum for the transaction of business. These officers

are elected annually. In their election each shareholder

has one vote for every share of stock owned by him
not in arrears for dues. The president appoints from

the nine directors a finance committee of three mem-

bers, which serves for four months, thus using upon
this committe during the year all the nine members of

the board. .The president is also, ex
officio, a member

of every finance committee, and the secretary of the

association acts as its secretary.

This committee receives and receipts for the mon-

eys at the monthly meetings, and passes them over to

the treasurer. They pass upon the sufficiency as to

the value of all real-estate security offered, and, in

conjunction with the attorney of the association, upon
the titles of the real estate proposed to be mortgaged
to the association; their report is made in writing,
and signed by them. As a rule, no compensation is

paid to any officer except the treasurer and secretary,

and their salaries are not large ;
their amount will be

governed by the volume of business the association is

doing.

One of the strong elements of success in associa-

tions organized and conducted on this scheme is the in-

terest which is aroused in all its members to aid in its

success
;
and first-class men will always be found to fill

its offices, men who will take pride in faithfully per-

forming the trust reposed in them.

We have now spoken of the general features of the

scheme upon which the co-operative savings and loan

associations are organized and conducted, necessarily
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in this general outline omitting many details which

will fully appear in subsequent chapters.

We submit to the reader with confidence in our

assumption that no scheme has been devised for finan-

cial co-operation among men of small means that ex-

cels the one we have thus outlined in simplicity, in

safety, in accomplishing an equitable division of bene-

fits, and in the certainty of success.

We have not outlined an organization to be formed

upon some finely wrought theory, but one that has been

most thoroughly tried and very uniformly met the

expectation of those united in the enterprise. It is

not an organization for a few to make large profits at

the expense of the many ;
or one wherein the borrower

pays a large interest for the benefit of the shareholder

who does not borrow. All stand upon equal footing.

It does not encourage speculation, but steady savings ;

and to attain them, there must be industry and frugal

habits. It encourages home-building and all the bless-

ings that naturally flow from it.



CHAPTER IV.

THE GKOWTH AND SPREAD OF CO-OPEEATIVE SAV-

INGS AND BUILDING-LOAN ASSOCIATIONS.

AT the present time the data requisite for writing a

full history of the growth and spread of the co-oper-

ative savings and building-loan associations in the

United States can not be obtained. We can only

give a brief outline. Their operations and develop-

ment have been so quiet and unobtrusive they have

not attracted general attention until within the last

three years. Among the great mass of American

citizens their existence even has been unknown. As

a rule, they have not been under State supervision,

and no public record has been kept of their number,

or of the business transacted by them. Even in the

localities where they have been most numerous and

best managed, the beneficial results flowing from

them have not, until recently, been to any great ex-

tent spread before the public. As a factor in co-op-

eration they have not received the attention they

deserve.

In 1887, the American Economic Association

gave them due prominence in their monographs

upon co-operation. During that year they began to

attract the attention, quite generally, of the daily
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press, and at the present time no form of direct co-

operation is attracting the attention of the public so

generally as these associations. The scheme under

which they were first conducted has undergone many
changes and modifications. Of this feature in their

history, we shall speak in the next chapter. With
these changes, have arisen changes in their names.

The first name given to them was "
Building Associ-

ations." This was succeeded by
"
Building and Loan

Associations." This has been the most universal

name by which they have been designated ;
but a great

variety of other names have come into use, such as

"Mutual Loan Associations," "Savings-Fund and

Loan Associations,"
" Homestead Aid Associations,"

"
Co-operative Savings and Loan Associations,"

" Co-

operative Banks," etc. The best generic term now in

use seems to us, is the name adopted by the New York
State League, viz.,

"
Co-operative Savings and Build-

ing-Loan Associations." This name gives the four

conspicuous objects in their business, namely, co-oper-

ation, for the purpose of stimulating savings, for build-

ing homes and making loans therefor.

From data * that seem reliable, we learn that the

first building association in this country was or-

ganized in a suburb of the city of Philadelphia, called

Frankford, January 3, 1831, and named the " Oxford

Provident Building Association." The scheme was

simple. There was a single series of stock, entrance

fee of five dollars, monthly dues on each share of stock

three dollars, and matured value of shares $500. The
shares reached their maturity in ten years and six

* A book entitled
" ITow to Manage Building Associations," by

Edmund Wrigley, of Philadelphia, published in 1S73.
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months, and the association was dissolved. A new
association of the same name was formed at once.

Another similar association was formed in the same

place in 1845, called the " Franklin Building Associa-

tion," in which the matured value of the shares was

placed at $200 and monthly dues at one dollar. In

1847, an association similar to the Franklin was organ-
ized in the Kensington District of Philadelphia. The
number of shares was limited to five hundred; the

matured value of shares $200, and monthly dues of

one dollar.

During the last years of that decade, the organi-

zation of these associations in Philadelphia was very

rapid. Until 1849 or 1850 none were incorporated.

They were simply voluntary associations, holding their

property through the medium of trustees. Yet so

rapid had been their growth in that city that fifty or

more were organized between 1831 and 1849. The
laws of the State of Pennylvania passed in 1850, pro-

viding for their incorporation, limited the number of

shares which an association could issue to five hundred.

In 1859 the law was amended by increasing the limit to

2,500 shares, of $200 each matured value. In 1874 the

law was further amended by removing the limit as to

the number of shares, but limiting the aggregate value

of the stock an association might have outstanding to

$1,000,000.

We have no data at hand of the number of associ-

ations chartered from 1850 to 1859 inclusive
;
but dur-

ing the decade of 1860 to 1869 inclusive one hundred

and forty-eight associations were chartered
;
and from

1870 to 1875 inclusive three hundred and seventeen

were chartered. In 1876, the centennial year, there
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were in active operation in Philadelphia alone at least

four hundred and fifty associations. We believe it a

safe estimate to make, that such number exceeded the

total number of associations in all places in the United

States. M. J. Brown, editor and proprietor of the
"
Building Association and Home Journal," now places

the total number of associations in the State of Pensyl-

vania at nine hundred, of which four hundred and

fifty are located in the city of Philadelphia, and four

hundred and fifty in other parts of the State. Hence

it can be said with great fitness that Philadelphia has

been the "breeding-place" of these associations in

America.*

Prof. F. B. Sanborn, Secretary of the American

Social Science Association, in 1888 asked Mr. Brown
the question as to the amount of capital invested in

these associations in Philadelphia and in all Pennsyl-

vania, and we quote the following from Prof. San-

born's report :
" M. J. Brown has undertaken to answer

this question, and his figures, although partly esti-

mates, are of great value. He examined the sworn

accounts of one hundred and twenty building associa-

tions with the following results : Aggregate capital,

$8,749,337 ; average capital, $72,911 ; aggregate shares,

151,680 ; average shares, 1,264. Applying this ratio to

the three hundred and thirty Philadelphia associations,

their aggregate capital becomes $32,810,017, and the

total number of their shares 568,800."

The total estimate for the State reaches $60,000,000
of capital, and nearly 1,000,000 shares.

* Prof. F. B. Sanborn's report on "
Co-operative Building," read

at the September meeting of the American Social Science Associa-

tion at Saratoga in 1888.
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Dr. R. T. Ely, in his " Labor Movement in Ameri-

ca," published in 1886, says :

" Six years ago it was

officially stated that 60,000 comfortable homes had

been constructed in Philadelphia alone through the

aid derived from the building associations, and it is

certain Mr. Barnard did not exaggerate when he en-

titled the chapter describing them, in his work on
'

Co-operation as a Business,'
' One Hundred Thous-

and Homes.' "

The influence of these associations has been most

potent in encouraging home-owning and home-build-

ing among the wage-workers of Pennsylvania ;
and it

is asserted that there is no city in the Union of its

size, or approximating to it, where so many of the

wage-earners own their homes as in Philadelphia. We
believe it a fact to be noted, that in no city of its age
or approximate population does the anarchist or ex-

treme socialist find so few followers as in this city.

From Pennsylvania these associations have spread
into almost every State in the Union.

New Jersey.

The Bureau of Statistics of Labor and Industries

of New Jersey is to be commended for the interest

and enterprise it has manifested in collecting statistics

relating to this form of co-operation in that State.

No bureau of labor or statistics in any other State,

except Massachusetts, has, until the present time,

deemed them of sufficient importance to demand at-

tention. In 1880, 1882, 1884, and 1886, the New

Jersey Bureau collected data regarding these associa-

tions. We quote as follows from their report for

1886:
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In 1880, when the bureau first endeavored to collect in-

formation from the building and loan associations in this

State, there were reported to be in existence one hundred

and six of these societies, but less than one half (fifty-one)

favored us with returns. These aggregated, in net assets,

$4,002,647", and about forty-seven thousand shares, or an

average of $78,483 assets and nine hundred and twenty-one
shares to the association. Previous to the year mentioned,
no such statistics had been available, and, except in the im-

mediate localities where they flourished, no one had any idea

of the extent or condition of the New Jersey co-operative

building enterprises something which had much to do with

intercepting their development.
Our publication, incomplete as it was, met with much

favor and attracted considerable attention throughout the

State to this form of co-operation. And when, two years

later, in 1882, we again investigated the subject, one hun-

dred and eighteen secretaries, without exception, cheerfully

sent in replies. According to our estimate, there were dur-

ing that year one hundred and twenty-eight New Jersey

building and loan associations, of which twelve "terminat-

ing" ones were reported to be closing up, that is, their

shares had matured. The aggregate returns from the one

hundred and eighteen organizations, of which the majority

were serial or perpetual, gave 102,075 shares, owned by

20,000 members, of whom fully 6,000 were borrowers. The

assets amounted to $6,748,775. The averages were, there-

fore, eight hundred and sixty-four shares, one hundred and

seventy shareholders, and $57,192 assets an apparent de-

crease, easily accounted for by the fact that very many small

societies, not reporting in 1880, made returns.

In 1884 there were said to be in existence one hundred

and twenty-nine building and loan associations, a number of

which had been organized since the statements for 1882 ap-

peared, while several of the terminating societies running at

that time had been " wound up." ... It was estimated

that the net assets of all the New Jersey associations in 1884
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amounted to $7,000,000, and that of our wage-workers who
had secured homes, at least 4,000 were then engaged in pay-

ing off mortgages with assistance obtained as shareholders.

The fourth census of our building and loan enterprises

was made by the bureau at the close of the present year.

On October 1st a circular was sent to the various associa-

tions, the names of the newly-organized ones having been

obtained from the county clerks, asking for the information

tabulated in the tables below, which give the statistical

details of one hundred and fifty- six organizations in active

operation at that date. . . . The number stated, one hun-

dred and fifty-six, therefore includes all the active associa-

tions at the beginning of the fall. Since then and up to the

close of the year, several more have been incorporated, so

that the total at present can not be far from one hundred

and seventy a very rapid increase within the past two years.

From the reports which have been forwarded to the bureau,

these New Jersey associations are generally in a very pros-

perous condition, and a great benefit, not only to the indi-

vidual members, but to the community at large ;
for they

are increasing the number of tax-paying, property-owning

citizens, and making it comparatively easy for an industrious

workingman to own a home. The improvement has been

noticeable in the northern part of the State, especially in

Essex and Hudson Counties, where the number of the asso-

ciations has doubled since 1884, and both Jersey City and

Newark now each support a building and loan journal the
" News " and u Advocate " the only newspapers of the kind

published in the State. ... A summary of the statistics of

the one hundred and fifty-six New Jersey associations shows

the following results : 37,730 shareholders holding 204,653

shares, or an average of two hundred and forty-two members
and over thirteen hundred shares five and a half to each

shareholder. The net assets foot up $9,349,517.46, or nearly

$60,000 to an association. Of the members, nearly two

thirds are wage-earners, and 8,562, or over one fifth, are

borrowers. Of the latter, 5,354, or over sixty per cent, are
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workingmen. Over one fifth of the shares, or 42, 373, have

been borrowed on. The profits of one hundred and forty-

two associations (net assets, $8,915,120) were $1,706,649, or

an average of $12,018 for $50,764 paid in dues; that is, 23.7

per cent for the average time (two years and a half) the

shares have run about nine and a half per cent a year. The

incidental expenses have averaged, for one hundred and ten

associations, $353 annually.

From the tabulated statements of facts in said re-

port, relating to the one hundred and fifty-six associa-

tions that reported in detail to the bureau in 1886,

we learn that about fifty-six were organized on the

single series, or terminating plan, and about one hun-

dred on the serial, or permanent plan ;
that the county

of Camden had twenty-four associations, all upon the

permanent plan ;
the county of Essex twenty-four, of

which eight were on the terminating plan ;
the county

of Hudson twenty-one, of which all were on the ter-

minating plan except six; the county of Middlesex

fifteen, all of which were of the terminating kind ex-

cept two
;
the county of Burlington had thirteen, of

which all were of the permanent plan except two.

One of the largest associations in the State, at the

date of the report, was the "
People's Building and

Loan Association," at Harrison. This association was

organized in 1873 on the serial plan. At the date of

its annual report, in 1886, it had outstanding 5,017^

shares, held by 1,046 shareholders, distributed into

eleven series, and of the aggregate value of $192,947.31.

The matured value of shares is $200, and monthly
dues are one dollar. The whole number of shareholders

were reported to be wage-earners. The constitution

of this association is printed in the bureau's report, in
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full, with the remark, that " the constitution of this

association is reproduced below, and, as it is generally

considered to be a very good one, may serve as a model

for new enterprises."
*

The first association in New Jersey was organized

prior to 1847, but that was the year in which the

Legislature first passed an act authorizing their incor-

poration ;
another act was passed in 1849, which was

revised in 1875. The law for incorporation is very

general in its terms, and permits an endless variety in

the schemes upon which the business may be con-

ducted. Their growth and prosperity in this State

continues, and at the present time there are not less

than one hundred and eighty associations.

Massachusetts.

"We are able to obtain full statistics with reference

to loan associations in the State of Massachusetts from

the reports of the Commissioners of Savings-Banks of

that State.

The Hon. Josiah Quincy, now deceased, became

deeply interested in these associations as a means of

stimulating the wage-workers in the matter of savings,

home-building, and home-owning. As the result of

his endeavors, a general act providing for their incor-

poration was passed in 1877. By that act, they were

named "Co-operative Saving-Fund and Loan Asso-

ciations." In 1883 the act was amended, so that they

were named "
Co-operative Banks," and this is the

name by which they are now designated in this State.

This general act for their incorporation was care-

fully prepared by experts in Philadelphia, as we are

* See Appendix.
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informed, and outlines a definite scheme for the or-

ganization and conduct of their business. Under this

scheme, the associations are permanent issuing quar-

terly, semi-yearly, or yearly series, as the association

shall determine. The matured value of shares is $200,

monthly dues are one dollar, and the accumulated

capital is not to exceed $1,000,000.

From the report of the Savings-Bank Commission-

ers of Massachusetts, dated December 31, 1887, we
learn that on October 31, 1887, the total number of

co-operative banks was fifty-one a gain of eleven dur-

ing the last year ;
that their total assets were $4,211,-

948.86 a gain in one year of $982,982.24. The total

number of shares outstanding, 134,864 ;
the total num-

ber of shareholders, 20,735, of whom 3,797 were bor-

rowers.

From the date of that report up to September 1,

1888, it is authoritatively reported that thirteen new

co-operative banks were organized, making a total of

sixty-four.

The first of these banks, organized under the act

of 1877, was the Pioneer Co-operative Bank of Boston.

The largest of these banks is at Waltham
;

its assets,

October 31, 1887, were $337,647.29; number of shares

outstanding, 8,893 ;
number of shareholders, 1,488, of

whom 288 were borrowers.

Of the sixty-four banks, about eleven are in Bos-

ton, and the rest are well distributed throughout the

cities and large towns of Massachusetts there being
three in Worcester, three in Taunton, two in Fall

Kiver, and one each in Lowell, Lynn, New Bedford,

Cambridge, Chelsea, Somerville, Springfield, Holyoke,

Westfield, Fitchburg, Waltham, Woburn, etc. But
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three of the twenty-five cities of the State are without

one, while many of the larger towns where skilled

workmen are employed have each one of these banks.

The number of these savings institutions is now in-

creasing more rapidly than ever. They are all con-

ducted upon the same scheme, except that the law

admits of the bank deciding for itself whether it will

adopt the installment premium plan or the interest

premium plan. They are under State supervision.

Massachusetts now justly ranks at the head in its legis-

lation relative to these associations. Under its laws,

the danger of wild speculative schemes coming in vogue
is wholly averted.

Maine.

Loan associations have not developed yet to any
considerable extent in Maine, there being but ten or

twelve in the State at the present time. These have

been principally organized during the last five years.

New Hampshire.

In New Hampshire there are but four associations,

all organized since 1887.

Rhode Island.

There are said to be but three associations in this

State, the leading one being at Providence.

Vermont.

There is at present no law for the incorporation
and organization of loan associations in Vermont, and,

so far as we have been able to ascertain, none have

been organized.
^sr
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Connecticut.

Prof. Sanborn, in the report before cited, says:
" In Connecticut there are six or seven associations in

different parts of the State
;
one at New Haven having

a special charter, and the rest are voluntary associa-

tions, having no incorporation." There is one located

at Meriden, called " The Meriden Permanent Building
and Loan Association."

Much interest in these associations is now develop-

ing in this State, and without doubt a law authorizing
their incorporation will soon be passed. Connecticut

passed through an unfortunate experience with build-

ing associations in former years ;
but the schemes upon

which they were organized and conducted were widely

apart from the scheme of the true building and loan

association. C. F. Southard is our authority for saying
that the methods of these old associations resulted in so

much of popular feeling against them that the Legis-
lature instituted a searching investigation concerning

them, and, as a result, in 1860 savings and building
associations were forbidden to receive deposits after

January 1, 1862, and in 1865 they were required to

return all deposits on or before July 1, 1866, which

practically wound them up. The law under which

they were organized was repealed.

The associations now forming in this State are or-

ganized upon safer methods. So much of interest is

aroused in them that a newspaper called " The Build-

ing News and Household Journal "
is now published

at Meriden, devoted to the Meriden building and loan

associations and co-operative and fraternal societies.
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New York.

Of the early history of loan and building associa-

tions in New York very little reliable data are to be

obtained. An act was passed for their incorporation in

1851. There were some associations in the State at

that time. Between 1849 and 1859 a large number of

associations were formed, but the act of 1851 outlined

no definite scheme. It was so general in its provisions

that it permitted the incorporation of any scheme,

whether good or bad. The bad schemes, and especially

those of a speculative character, came into great promi-
nence. Promises were made by the organizers of the

associations which could not be fulfilled. Heavy losses

were sustained in many places by the confiding share-

holders, and generally the expectations of those invest-

ing in them were not realized. They consequently fell

into popular disfavor. C. F. Southard is authority for

saying that such disfavor culminated in the Legislature

appointing a committee of three to investigate them,
and that such committee reported in favor of revoking
the charters of all

;
but the report was not adopted.

The number in the State at the time of the investiga-

tion was one hundred and twenty-four.*
It is certain that in 1870 there were very few asso-

ciations in the State of New York. The city of Koch-

ester and vicinity is now the banner locality in the

number and success of these associations, in proportion
to the population. They number at the present time

eighty-three, and are forming so rapidly that before this

statement is printed their number may reach a hundred.

The first association in this city was organized in

* C. F. Southard in an article in the " New York Star," September

9, 1888. See also "Assembly Documents," 1856, vol. iii, No. 46.
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1852, but did not continue long; not meeting the ex-

pectation of its stockholders, its affairs were closed up.

The next association was not organized until 1871.

There was quite a " boom "
for a few years in their

growth. During 1871 and 1872 some "
building lots

"

associations were formed in that city ;
that is, associa-

tions which bought a tract of land, and then sold lots

to be paid for in monthly or weekly sums, much after

the manner of the true building and loan associations.

Many of the shareholders built houses. The associa-

tions ran in debt for the land, giving a mortgage upon
it. Several proved financial failures, and in due time

the mortgage was foreclosed, and the savings of those

who had invested were lost. These were confounded

in the public mind with the true building and loan

associations, and injured them much. It was not until

1882 that they began to increase again.
" The Home-

stead Loan Association of Rochester," organized upon
the terminating plan, was then reorganized upon a

permanent plan, and has taken the lead of all associa-

tions in the State. According to its annual report,

October 7, 1887, it had 1,506 shareholders, of whom
261 were borrowers

;
it had outstanding 17,512 un-

matured shares and 502 matured shares, and its assets

amounted to $270,266.51.

The first association in Buffalo was organized Aug.

6, 1851, the second in 1860. They have been very
successful in that city. While there are no accurate

statistics as to the number, and estimates differ widely,

the lowest estimate is one hundred.* One of the old-

* From a search recently made in the clerk's office of Erie

County, we learn that the total number which have been incor-

porated in that county amounts to 327. Until recent years they
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est, if not the oldest, association in the State now doing
business was organized in Elmira in 1875, and called

" The Chemung Valley Mutual Loan Association." It

was organized upon the scheme of issuing a yearly series

of stock
;
matured value of shares, $200 ; monthly dues

of one dollar, and monthly interest at six per cent. It

is now in its fourteenth financial year, and eminently
successful. From it as a model others have been or-

ganized in the Southern Tier counties. The president

of this association drafted the New York Act of 1887

for the incorporation of co-operative savings and loan

associations before mentioned
;
and many of the recently

organized associations have organized under its provis-

ions. The passage of this act through the Legislature

drew attention to the associations throughout the State.

About the same time persons in New York became in-

terested in them, and began to write them up in the

daily press. About two years ago the publication of a

monthly paper was commenced in the city of New
York, known as the "

Building and Loan News." It

has served as a channel for the exchange of views be-

tween those interested in the subject, and its publisher

and his friends have done much during the last two

years to arouse public interest therein. About the

same time several of the New York dailies began writ-

ing the plan up, and associations were formed by em-

ployes of several of the papers. The " Star
" became

a notable champion through the graceful pen of C. F.

Southard, who has done much for co-operative associa-

tion in New York and its vicinity.

were organized upon the single-series plan, and nearly all associa-

tions organized more than ten years ago have matured their stock

and ceased to exist.
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As a result of all this movement there has come to

pass a regular
" boom "

in building and loan associa-

tions in the cities of New York, Brooklyn, and neigh-

borhood, and it is now extending throughout the whole

State. At the present time there are thirty associa-

tions in New York, eighteen in Brooklyn, four in

Westchester, and in the whole State of New York
about two hundred and seventy-five. They are now

organizing with great rapidity, and I have no doubt

that on January 1, 1890, there will be four hundred

associations in the State of New York.

A State League was organized in June, 1888, which

promises to have great influence in legislation affecting

these associations. Mr. George W. Elliott, of Eoches-

ter, is president of the League, and Charles 0. C. Hen-

nessy, of New York, is its secretary.

Ohio.

Ohio ranks next to Pennsylvania in the number of

its associations. No accurate statistics, however, have

been gathered with reference to them, and only a

proximate estimate can be made as to their number.

Prof. F. B. Sanborn, in his report before mentioned,*

says it is supposed that their number in Ohio exceeds

six hundred. Of this number, about four hundred are

in Hamilton County. The first association in the State

was organized in 1857 in the city of Cincinnati. Dr.

P. A. Peck was the promoter of its organization, and

became the champion of these organizations in their

early history in that city.

It seems they have outrun his expectations, and

*
Report to American Social Science Association in September,

1888.
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have increased in numbers beyond the requirements of

the community. In writing of his work for these as-

sociations three years ago, he said :
" There are too

many building associations. At the time I started the

system I thought that five or six societies would be

enough for the needs of the people of this city ;
but

now there are so many I think a great many people

suffer by it. ... Some of the members, instead of

paying their debts, put their weekly earnings into these

associations. ... It is my opinion that societies nowa-

days pay too much in the way of salaries and current

expenses."

It is estimated that the shareholders in Cincinnati

exceed seventy-five thousand. In this city these asso-

ciations far outstrip the savings-banks in the amount

of their investments and the number of their deposit-

ors. There is located at Dayton one of the largest, if

not the largest, association in the United States. It is

called the " Mutual Home and Savings Association."

The scheme upon which its business is conducted is

widely divergent from the true scheme of the building

and loan association. It issues shares of $100 and $500

matured value. It also permits shares to be paid up
in full at one payment, and then pays cash dividends

upon such shares. It has an office open during busi-

ness hours for the receipt of dues, interest, etc. It

amounts, in fact, to a bank, involving in the conduct

of its business many of the beneficial principles be-

longing to the true building and loan association
;
but

instead of being purely a co-operative savings and loan

association, it becomes an institution in which the

capitalist can invest a considerable sum of money in

one lump in the purchase of paid-up stock, and hold

5
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the same as an investment. The true co-operative

savings and loan association allows only weekly or

monthly payments to be made for the purpose of accu-

mulating savings. The law in Ohio, under which these

associations are conducted, was amended in 1886 after

much discussion. They have not, however, as yet,

been brought under State supervision.

Illinois.

The first building and loan association organized
in Illinois, and in fact in the West, was in 1849, in

Chicago, under the name of " The Chicago Building
Association." It conducted business without a char-

ter until 1851, when it was chartered by special act of

the Legislature. The next association in this State

was organized at Jerseyville, in 1852, and the third at

Chicago in 1857. It was not until 1869 that a general

act was passed authorizing their incorporation ;
but

prior to that many had been incorporated by special

act of the Legislature. The statute of 1869 authorized

the incorporation of associations for purposes widely

divergent from the true building and loan association,

as the following quotation shows. It authorized a

number of persons to " form themselves into an incor-

porated company for the purpose of accumulating a

fund for the purchase of real estate in large tracts,

paying off incumbrances thereon, the improvement
thereof into lots and parcels suitable for homesteads,

and the distribution of such lots or parcels among the

shareholders."

Then follows provisions covering the legitimate

building and loan association. In 1872 a law was

passed, patterned after the laws of Pennsylvania at
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that time, which superseded the law of 1869. In 1874

this law was repealed, it is claimed, through the influ-

ence of those interested in savings-banks. In 1879

the law, substantially of 1872, was re-enacted. In 1880

a member of an association at Monticello, incorporated

under the act of 1872 while in force, refused to pay
his loan, alleging that the following section of the act

of 1872 was in conflict with the Constitution of the

State.
"
Corporations organized under this act being

of the nature of co-operative associations, therefore, no

premiums, fines, nor interest on such premiums that

may accrue to the said corporations according to the

provisions of this act shall be deemed usurious, and

the same may be collected as any other debt of like

amount may be collected by law in this State."

In the lower court the claim of the refractory bor-

rower was sustained ;
and this decision was affirmed in

the Supreme Court of the State. At that time there

were twenty associations in the State. By union of

action on the part of some fourteen of this number, a

reargument was obtained in the Supreme Court, and

upon such rehearing the court reversed its first ruling,

and held that the statute was constitutional. This

decision marks the beginning of a new era in building

and loan associations in Illinois. It called into exist-

ence the Illinois Building Association League, which

has done much to advance the interests of associations.

Through its influence two amendments to the law were

passed in 1888, one authorizing the installment plan

of paying premiums, and the other exempting the

stock and mortgages of the associations from taxation.

The provisions of the law do not provide for State su-

pervision. That subject is now being agitated.
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Since the decision before mentioned, building asso-

ciations have increased in number with great rapidity,

until there is claimed to be over two hundred and fifty

in Chicago and nearly three hundred in other parts of

the State. From my own investigations, I am led to

believe that the number is as large in Illinois as in

Ohio. A local league of the associations in Chicago
and vicinity has recently been formed. One of the

best newspapers in the country devoted to these asso-

ciations is published at Chicago, under the name of
" The American Building Associations News." *

Wisconsin.

The Secretary of State has kindly furnished us a

list of all the associations in this State that have filed

certificates of incorporation in his office up to the

month of November, 1888. The total number at that

date was forty-two. They were located in twenty cities

and villages. Milwaukee had twenty of this number
;

Chippewa Falls, Superior, Lacrosse, and Oshkosh two

each, while each of the remaining localities had but

one.

It is somewhat remarkable that over one half, or

twenty-three, of the total number were incorporated
in 1887. Five were incorporated in 1886; four in

1885 ;
three in 1884

;
and two in 1883. Five were in-

corporated in 1888 up to the month of November.

This list shows the oldest association was incor-

porated October 17, 1883, located at Appleton, and

called " The People's Saving-Fund and Building As-

* For many of the facts in the foregoing relating to Illinois we

are indebted to a report prepared by Prof. Jenks, of Galesburg, for

the American Social Science meeting in 1888.
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sociation." We are led to believe that there must

have been some associations in this State before that

date, but they were not required to file their certificates

of incorporation in the office of the Secretary of State.

We are led to this conclusion from the course of

legislation. The Eevised Statutes of the State, adopted
in 1878, authorized the incorporation of these asso-

ciations. The statute provided that the capital stock

should not exceed $500,000, and should be divided

into shares of $200 each. In 1882 the law was amended,

providing that the capital might be divided into shares

of not less than twenty-five dollars, nor more than two

hundred dollars. Other amendments were made at

this time. This legislation occurred before the organi-

zation of the associations at Appleton, and was un-

doubtedly had to meet the wishes of some association

or associations then in existence. The law was again
amended in 1885, providing that the capital stock

might be five millions.

The law was further amended in 1887, and, among
other provisions, exempted the capital and investments

of the associations from taxation, except in the case of

real estate bid in by the association under some lien

held thereon by the association. This exemption from

taxation may account for the great
" boom "

in their

organization in 1887. It seems that the reverse of the

experience of most States is occurring in Wisconsin.

Secretaries report to me that earlier associations were

established on the serial plan of issuing stock, and that

many of the latter associations are upon the terminat-

ing plan.
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Michigan and Indiana.

Concerning loan associations in Michigan we have

no data beyond the fact that some were established

there many years ago ;
that the result of their busi-

ness, as a whole, has not been satisfactory, and they
declined in popularity; but at present their number
is increasing again, and at the time of this writing a

movement is on foot to form a State league.

In Indiana their number has been increasing re-

cently with great rapidity, especially in the city of

Indianapolis. Their number has become numerous

enough in that city to bring into existence a paper
called the "Building Association Kegister." Some
time ago this paper stated that they were organizing
at the rate of one a day in Indiana. By far the larger

number were organizing upon the terminating plan.

The law of the State provides no uniformity in plan,

and the result is the same here as elsewhere there is

a great diversity in the schemes upon which their busi-

ness is conducted.

Our data is insufficient to warrant us in giving any
facts further than we have already stated.

Minnesota.

In Minnesota, loan associations have attained their

greatest development in the twin cities of Minneapolis
and St. Paul. No statistics have so far been collated

by an official bureau of the State.

The fullest information we have been able to ob-

tain is from a monograph by Albert Shaw, published
in September, 1886, by the American Economic Asso-

ciation, entitled "
Co-operation in a Western City." He
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says: "The form of co-operative enterprise that has

attained far greater results in the United States than

all others combined is that of the well-known and
almost invariably successful building and loan associa-

tion. Several of the most flourishing building and loan

associations to be found anywhere in the country are

established in the cities of Minneapolis and St. Paul

In the former city, the first was organized in 1874."

Mr. Shaw tells us that, in Minneapolis, "about one

thousand homes have thus far been secured for work-

ingmen by the building and loan associations, and

their operations have only fairly begun. It may be

reasonably estimated that two hundred and fifty more
families will be domiciled through the agency of the

associations in 1887, and that the number will increase

a hundred a year thereafter for some years to come,

producing results not only of great consequence eco-

nomically, but of inestimable moral and social value."

The first association was organized in St. Paul in

1869. The idea was taken there by one Theodore

Sanders from Philadelphia. There are now over forty

of these associations, and their total membership
" must

exceed six thousand, representing fully one fourth of

the families in the city. Mr. Shaw further says :
" The

estimate that from eight to ten thousand homes in St.

Paul have been, in whole or in part, secured to their

owners with money advanced by the building societies

might seem extravagant ;
but I must conclude that the

facts bear it out." The associations in these two cit-

ies continue, without any material change, the present

Philadelphia systems of building associations. Asso-

ciations have been established at Duluth and other

places in the State.
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Iowa, Kansas, and Missouri.

The number of loan associations in Iowa is not

large. The first was organized at Burlington in 1870,

and the second at Keokuk and Oskaloosa in 1872.

There are some at Des Moines and in other parts of

the State. There has recently been organized at Des

Moines what is called the " Suburban-Home Building

Association," the plan of which is to buy a tract of

land and build houses thereon, and sell the same to

stockholders, who make payments weekly or monthly

upon the general plan of the true building and loan

association. Schemes such as this, have, as a rule,

brought more evil than good to the stockholders. In

the State of .New York, at Kochester, "building-lot

associations," through failure, for years, placed the true

building and loan associations in disfavor. The asso-

ciations of this class are very largely speculative, and

hence wholly outside of the class of associations which

uniformly prove a blessing to those engaged, and friends

of true co-operation should regard them with suspicion.

In regard to Kansas we have no data that is re-

liable.

In Missouri, loan associations have been growing
with great rapidity for a few years. Of the precise

number we are not informed, but they exceed fifty and

may reach one hundred. A question of great interest

to them is now in litigation in the courts of the State.

On March 31, 1887, the laws authorizing their incor-

poration were amended in many particulars. The

amendatory act contained a provision exempting these

associations from taxation, on the ground that they
were benevolent associations, and consequently might
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be so exempted under Article X, section 21 of the

Constitution of the State. The Secretary of State

disagreed with such interpretation, and refused to issue

certificates of incorporation until the tax upon the

capital was deposited with the State Treasurer, to be

held by him until the courts passed upon the validity

of the act. This arrangement was entered into by
some thirty-four associations. The result of this liti-

gation will have great influence upon the future of

these associations in the State of Missouri.

Maryland.

The first act for the incorporation of loan associa-

tions was passed in Maryland, April 17, 1843
; but

according to data received by us from that State no

association was formed until March, 1846. An associ-

ation was then formed the organizers meeting in a

church on St. Charles Street and named " The Balti-

more Building and Loan Association." As elsewhere,

so here, the first associations were upon the terminat-

ing plan, but of late the serial plan is taking the lead,

until three fourths of the associations issue their stock

upon that plan. The matured value of a share is

usually fixed at $100, and dues twenty-five cents

weekly, payable to the society prior to the stated

weekly meeting, or at the meeting. Weekly interest

on a borrowed share is placed at twelve cents.

Those associations have been quite uniformly suc-

cessful in this State. In the city of Baltimore their

membership is largely artisans, clerks, and railroad

men men working for wages. In the rural parts of

the State there are some associations embracing in

their membership many of the prominent men in the
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community. The total number of associations in the

State at the present time, as we are informed upon

trustworthy authority, is one hundred and ninety-one,
of which one hundred and fifty-eight are located in

Baltimore.*

Southern States.

"VVe have no data relating to the extent of loan

associations in the Southern States beyond that con-

tained in Prof. F. B. Sanborn's report, before men-

tioned, to the " American Social Science Association."

We quote from it as follows :

For various reasons, some of which are stated by R. T.

Hill, of Texas, in his report concerning provident institu-

tions in the extreme Southwest, there have been few accumu-

lations of savings in the form of money in the greater part of

the South. The number of savings-banks there is small, and

building associations are recent and, as yet, comparatively
few. Mr. Hill estimates that there are fifty in Texas, which

is probably more than in any of the former slave-holding

States, unless Maryland be an exception. They are numer-

ous in Missouri, and a few are found in Arkansas, Mississippi,

Kentucky, Tennesee. Lousiana, Alabama, Georgia, the Caro-

linas, and the Virginias. From these States, however, the

committee have only scanty reports. There are twenty or

more associations in the city of New Orleans, several in At-

lanta, one at Georgetown, S. C., one at Key West, Fla., one

at Pensacola, one at Selma, Ala., one at Fort Smith, Ark.,

one at Lafayette, La., one at Parkersburg, W. Va., one each

at Yazoo City and Columbus, Miss., and no doubt many
* These figures are widely divergent from estimates of their

numbers which I have seen. Rosenthal's " Manual for Building and

Loan Associations," published in August, 1888, at Cincinnati,

places the number at five hundred in Baltimore. We believe the

figures above given to be correct.
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others in the above-named States. In Louisana it seems that

as long ago as 1873 a building association was formed,
which ran its course in ten years, and divided its profits

among its members. But the first of the existing New Or-

leans associations was organized in September, 1882, and has

since been very prosperous, having now about six hundred

members, who have built or purchased more than one hun-

dred homes during the six years of its existence. Several

others of the twenty or thirty New Orleans associations have

from three hundred to six hundred members. In Tennesee

the associations organized in 1880-81 and in 1885, in order

to secure favorable legislation, formed a State union, which,
at its organization, included six associations at Memphis,/
four at Nashville, and four or five others in different parts of

Tennesee. There are now five or six in Chattanooga, which

during seven years past have provided homes for two hun-

dred and fifty families, and in all Tennesee there must now
be upward of thirty associations.

Pacific Coast.

Our data is meager with reference to the Pacific

coast. Loan associations have been established at

various points, although in many cases the scheme

upon which they are conducted is unlike that of the

true building and loan association. The element of

real-estate speculation enters into their scheme to

some extent. In 1887 there were in California eleven

associations, with assets of $2,595,488, represented by

30,000 shares.

General Remarks.

Certain facts have become well established in our

investigations. 1. That, as a rule, the current news-

paper statements and some of the book literature re-

lating to loan associations exaggerate their number in
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localities and States where they are most numerous.

2. That, in their early development in almost every

State, they have in some degree become speculative in

relation to real estate, which in the end has generally

proved unsatisfactory, and in many cases losses were

sustained by the shareholders, and building and loan

associations ceased to be popular. Pennsylvania has

been an exception to some extent, and explanation is

found in the fact that in that State there has been a

closer following of the true principles. The law of the

State so limited the number of shares and the matured

value of the share that large speculative associations

could not be formed under the law. It has been most

fortunate for their success in that State. 3. The
State of Massachusetts has the most uniform scheme

throughout of any State, although now only about ten

years old. The early history of co-operative associa-

tions in the State, before the present law, was not

satisfactory. New York has one law for their forma-

tion as good as Massachusetts
;
but its trouble lies in

the fact that the old law of 1851 remains unrepealed,
and admits of all sorts of schemes. 4. There is at the

present time a " boom "
in these associations through-

out a large part of the United States. They are at-

tracting attention everywhere, and, as a factor in co-

operation among wage-earners and the encouragement
of savings, they are fast becoming the most prominent
and influential. The amount of savings already paid
into them in the form of dues in many States exceeds

the deposits in savings-banks.

The total number in the United States, January 1,

1889, will not be far from four thousand. To speak
of the total number of shares outstanding, or the total
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number of shareholders, or the total accumulations in

these associations throughout the whole country, would

be mere guess-work, and we will not enter upon it.

We earnestly hope that the next census will include

statistics of these associations, when we may hope for

reliable data concerning them as a whole throughout
the country.



CHAPTER V.

A REVIEW OF THE DEVELOPMENT OF THE SCHEMES
UPON WHICH CO-OPERATIVE SAVINGS AND LOAN
ASSOCIATIONS HAVE BEEN AND ARE NOW CON-

DUCTED.

IT is our aim in this chapter to present a review of

the advancement made in the manner of conducting
the class of associations under discussion. This calls

for an examination of various schemes which have

been and are now in operation, and the reasons that

have led to their development from the simple build-

ing association. We can not refer to all the modifi-

cations that have arisen in the various schemes. It is

the principal schemes, and the more important modi-

fications, that we shall discuss. We will first refer to

the manner of issuing

Stock,

In the primitive building associations of Philadel-

phia, there was but a single series of stock issued
;

every person taking shares of stock, subsequent to the

date of the first issue of shares, was obliged to pay back

dues in order to be in the same position he would have

been had he taken his stock at the date of the first
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issue ;
so that each shareholder paid the same amount

per share into the association regardless of the time

when he took his shares. The money was loaned only
to shareholders. Inasmuch as only one series of stock

was issued the lifetime of the association was limited

to the time that it took for the shares to reach their

matured value. This scheme necessarily involved the

condition that every shareholder remaining in the

association at the time the stock matured must be a

borrower to the amount of the matured value of shares

held by him. Let us make this clear. Suppose the

charter of the association limited the number of shares

it could issue to five hundred, and that during its life-

time it had issued that number. After the payment
of its running expenses, the funds received could be

used for only two purposes, namely, the making of

loans to its own members and paying shareholders who
withdrew. Suppose that, of the five hundred shares

issued, three hundred had been withdrawn, leaving two

hundred outstanding when attaining their matured

value. Assume the shares were $200 each at their ma-

tured value. Now two hundred shares at $200 each, is

$40,000. Before the shares can be matured, the asso-

ciation must have $40,000 of assets. The assets con-

sist of the money due from the shareholders to the

association upon loans. As no shareholder can borrow

a larger sum than the matured value of the shares held

by him, it follows that no shareholder can owe the

association for borrowed money a larger sum than the

association will owe him when his shares of stock have

matured
; therefore, each shareholder must owe the

association a sum equal to that which the association

will owe him upon his matured shares. The only limi-
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tation or exception to this statement of the case will

arise in reference to the dues paid at the last meeting.
The amount of those dues will not have been borrowed

and will be due to some shareholder or shareholders

in excess of the amount owing by him or them to the

association.

But as the association progresses from year to year
towards the maturity of its stock, it might not happen
that there are shareholders who desired to borrow.

What then ? It would not do to have the dues paid
in from month to month remain uninvested

;
no profits

would accrue, and the result would be unsatisfactory.

Under the scheme of a single series, the association

has the power to compel shareholders to borrow the

funds. They are called forced loans
;
and their arti-

cles of association and by-laws determine who should

become the borrower when there are no shareholders

wishing to borrow.

This scheme is known as the terminating plan. It

involves three serious defects which it was very desir-

able to obviate, namely, the dissolution of the associa-

tion when the stock matured
;

the large amount of

back dues which the new stockholder would have to pay
who took stock after the association had been running
for some time, and, lastly, the making of forced

loans that is, compelling the shareholder to become

a borrower, whether he wanted to do so or not.

To overcome these defects, the serial scheme was

developed. Under this scheme, a new series of stock

was issued at the beginning of each fiscal year, or half-

yearly. In some instances series have been issued

quarterly, and even oftener.

This is known as the serial plan. This change in
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the scheme obviated two of the defects in the single-

series scheme. It permitted the association to become

perpetual, and it furnished a new series of stock so

often that one taking stock at any time in the current

series did not have a large amount of back dues to pay
to place him in the same situation that he would have

been had he taken his shares at the first. As a matter

of practical experience, the serial plan also obviates,

except in rare cases, the third defect. It permits of

the accession of new stockholders, who become such

for the express purpose of becoming borrowers. In the

single-series scheme, when an association had become

two or more years old, the amount of back dues that

they would have to pay on their stock in order to be-

come shareholders, so that they might become borrow-

ers, was a serious obstacle
;
while under the serial plan,

the amount was not large at any time. In a well-man-

aged association, having the confidence of the com-

munity, there is usually no difficulty in finding those

who wish to borrow the funds. But the scheme pro-

vides a mode to obviate an accumulation of funds that

can not be loaned by providing a mode for compelling

withdrawals. In the serial scheme it is deemed advis-

able, when a series matures, to have but comparatively

few outstanding free shares.

Hence, it is deemed a wise policy to encourage

withdrawals in series approaching maturity. This is

accomplished by increasing the percentage of profits

which the withdrawing shareholder is allowed as the

series approaches its maturity.

In addition to this policy, many associations have

provided that the withdrawal of stock may be com-

pelled after a series has attained a certain number of

6
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years. In the case of a compulsory withdrawal, the

shareholder is allowed all the profits. The scheme of

the Massachusetts co-operative banks has this pro-

vision, the number of years being placed at four or

more. The scheme of the New York co-operative

savings and loan associations has the same provision,
and places the age of the series at four years or more.

While it is wise to thus provide a mode for com-

pelling withdrawals, if necessity requires it, to prevent
the accumulation of uninvested funds, there will sel-

dom be occasion for an association to avail itself of the

provision.

The single-series, or terminating plan, has been al-

most wholly abandoned in localities where these asso-

ciations have been in operation long. Most of those

that remain in such localities were formed years ago,

and have not had time to run their course to a natural

dissolution by the maturing of their stock.

In some cases where an association is formed upon
the serial plan, each series has been conducted sepa-

rately, as though it was the only series of stock the

association had outstanding, thereby making, in effect,

as many terminating associations running under one

management as there are series issued. This cumber-

some mode of conducting the business has arisen from

the fact that those who organized and conducted the

association did not fully comprehend the proper mode
of conducting the business in cases where all the series

are run together, forming, in effect, a partnership.

There is still another scheme, which has assumed

the name of the permanent plan. Under this scheme,

stock is issued at any time when there is a demand

for it. The largest association in the State of New
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York, the Homestead Fund Association of Rochester,

and the largest in the State of Ohio, the Mutual Home
and Savings Association of Dayton, issue their stock

upon this scheme. The latter association is one of the

oldest, most successful, and largest associations in the

United States. This scheme no more deserves the

name "
permanent plan," than the serial plan, as both

make the existence of the association perpetual. The
associations above named provide in their scheme for

paying cash dividends upon matured stock. The Day-
ton company also allows the face of a share to be paid
at one payment, and issues thereupon

"
paid-up stock

"

upon which it pays dividends

These are features which do not belong to the true

co-operative savings and building-loan associations.

Especially is this true of the feature of issuing paid-up
stock. This plan allows the capitalist to make invest-

ments in its stock in the same manner that he would

invest in the stock of any corporation for the purpose
of deriving profits from the dividends declared. This

is not allowed in States where a well-drawn statute has

been enacted to regulate the business of loan asso-

ciations.

Matured Value of Stock.

In both the terminating and permanent plans there

have been various modifications as to the matured value

of the shares. In the first building association the

Oxford Provident Building Association, in Phila-

delphia the matured value of the shares, we have

seen, was $500. The third one formed the Frank-

lin Building Association placed the matured value

of shares at $200. This has been a very common
" matured value

"
throughout the United States

;
but
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associations have been formed in which the matured
value has been placed at $10, $50, $100, $105, $250,

$300, $500, and even $1,000. There has been and is

now great diversity as to the matured value of shares.

Amount and Payment ofDues

Both the terminating and permanent plans admit

of many modifications in the amount and payment of

dues, and many have been developed. We have already

noted, in Chapter IV, that the dues in the Oxford

Provident Building Association were three dollars a

month on each share, and that the new association that

succeeded it upon its dissolution placed the monthly
dues at the same, and that the Franklin, organized
in 1845, placed its dues at one dollar a month on each

share. A very common rate of dues has been and is

now, in all forms of these associations, one dollar a

month on each share.

In order to provide for smaller savings than one

dollar, many associations have been formed providing
for weekly dues of twenty-five cents on each share

;

and when the matured value of a share has been fixed

at ten dollars, monthly dues have been placed at five

cents a share.

Early in the history of these associations in Penn-

sylvania, the laws of the State fixed the matured value

of shares at $200, and monthly dues at one dollar a

month on each share. In the first building associa-

tion, according to our information, the monthly dues

were all paid on a certain evening in each month,
between seven and nine o'clock. At these monthly

meetings all the business of the association was trans-

acted, except the perfecting of its loans. This has
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been the most common mode as to time and manner

of paying dues
;
but other modes have come into use

in many places. One has been for the association to

have a regular office at which the secretary or treasurer

could be found at certain hours, or all the time, to re-

ceive and receipt for dues, and they were treated as if

paid at the regular monthly or weekly meeting. This

involves greater expense in conducting the business,

and from this mode have developed associations much
unlike the true building and loan associations, although
classed with them.

We most earnestly indorse the mode of making the

dues payable once a month, and that all dues be paid
between certain hours, usually in the evening, to be

fixed by the by-laws ;
and that they be received and

receipted for by a committee of the directors, the sec-

retary and treasurer assisting them if the committee

desire their aid.

Premiums.

There have been various modifications in the de-

velopment of the scheme of building associations re-

lating to the premium paid by the borrower. These

modifications have related both to the amount and the

time when paid. Let us inquire as to what is a pre-

mium? In the common language of the business

mart it is a bonus which the borrower pays to the asso-

ciation in addition to interest for his loan. Is there

any necessary reason, existing in the scheme, which

calls for the payment of any premium or bonus by the

borrower at all ? None whatever, beyond the question
of the most satisfactory and practical method of de-

ciding who shall borrow a certain sum of money, where

several, having equal right to borrow, are competing
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for it. What is the effect of a premium by a borrower ?

It increases the profits of the association and the

amount of the dividends to be added to the shares.

Who pays the sum that thus helps to swell the divi-

dends beyond legal interest ? The borrower, of course,

who pays the premium. Does the borrower get any of

it back ? Yes, a small part of it. How ? In the divi-

dends added to his shares. How great a part of it does

he get back ? The part that he gets back will bear the

same proportion to the amount paid by him that the

value of the shares he borrowed upon bears to the value

of all the shares of the association outstanding at the

time the next dividend is made after he pays the pre-

mium. Suppose all shareholders became borrowers for

the same amount, and paid the same amount of pre-

mium. What then ? Each one would receive back in

dividends upon his shares the full amount of premium,
and no injustice would be done

;
all would share equally

in the benefits of the bonus, and each bear equally its

burden.

But will all shareholders become borrowers to the

amount of their shares ? No
; except in the single-

series plan, where they are compelled to borrow. In

the serial plan only a small part of the shareholders

can become borrowers. What becomes of the greater

part of the premium paid to the association in this

plan ? It inures to the benefit of the non-borrowing
shareholder. Do premiums work equity between the

non-borrower and the borrower ? Certainly not. The
dividends of the former are increased without bearing

any of the burden that increases the amount.

It is in this matter of premiums that many modi-

fications in the scheme of building associations have
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worked a most conspicuous inequality and injustice

in the benefits accruing to shareholders. They have

justly rendered the building and loan association in

some places odious. Premiums should not, we insist,

be charged or allowed except for one purpose. If

there is $2,000, or any other sum, to loan, and only
one shareholder that wants to borrow the sum at the

time it is offered for loan, he should have it without

one cent premium or bonus. If two or more share-

holders wish to borrow it, the right to loan it should

be sold by an open bidding per share
;
and this is jus-

tifiable only upon the ground that in the long run it

will prove the most satisfactory and practicable method

of deciding between shareholders desiring to borrow

the money offered for loaning. The association should

discourage the bidding of large premiums.

Inequality of benefits to the shareholders is not

the only evil effect to be charged to the system of

premiums ;
but some of the modifications, in fact

nearly all, have complicated the whole scheme, and

made it hard to be comprehended by the uneducated,

and has prevented their rapid growth and the extended

beneficent results that would flow from a just scheme.

The several schemes relating to the subject of pre-

miums may be grouped under five heads, namely,
" The Gross Plan,"

" The Net Plan,"
" The Install-

ment Plan,"
" The Interest Premium Plan," and The

New York Plan."

The four names used first in this classification are

familiar names in describing the schemes they desig-

nate. The fifth we have assigned to the plan em-

bodied in the New York Co-operative Savings and

Loan Association scheme. No better name occurs to
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me to use than the name of the State where it has

been definitely adopted by a general law. Let us first

examine
The Gross Plan.

We shall assume the matured value to be $200. In

this plan the borrower, at the time of bidding off his

loan, bids a certain per cent on the matured value of

the share, or a certain sum per share, according as the

scheme of the association provides. The amount thus

bid is deducted from the matured value, and the bor-

rower receives only the remainder, but gives security

to the association for $200 a share, and pays interest on

that sum. To illustrate : Suppose the successful bidder

at the sale of the money bids twenty-five per cent, or

$50 a share. He receives $150, and gives security for

$200 a share, and pays monthly interest at the rate of six

per cent per annum on $200. If he continues to pay
his dues and interest until his shares of stock mature,
the value of the shares borrowed upon equal the loan,

and one cancels the other. Now, the real cost of the

loan to the borrower will be determined by the length
of time it takes the shares in the series borrowed upon
to mature. The length of that time will be deter-

mined by the profits of the association, the amount of

which will be largely determined by the premiums
bid on money loaned. If all the money loaned by the

association obtained as high a premium as above men-

tioned, the share would mature in eight or nine years,

and the dues paid would amount to from $96 to $108

upon each share, the balance of the matured values of

the shares being made up by the profits added to the

shares in dividends. But suppose the borrower, in the

case above assumed, paid a much higher premium than
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was generally obtained at the sales of money ;
then it

would take a correspondingly longer time for his shares

to mature, and he would have to continue his pay-
ment of dues and interest a longer time accordingly,

and the expenses of the loan would be increased in

the same proportion.

This was the plan adopted in the first building

associations, and in those associations there was but a

single series of stock. The association terminated

with the maturity of the shares.

As we have seen before, all shareholders remaining
in the association until their shares matured must

necessarily become borrowers to the amount of their

stock, less only the dues and interest paid at the meet-

ing when the stock matured. If all paid the same

premium, no serious injustice would be done ; but if

competition was spirited at one meeting, and a high
rate of premiums was given such as the $50 a share

assumed in the foregoing illustration and at another

meeting a borrower had no competition and obtained

his money at par, there would arise great inequality
in the expense of a loan, and also a consequent uncer-

tainty as to the length of time it would take the shares

of stock to mature. To limit this uncertainty and

prevent the borrower, at a time when there was no

competition, from obtaining his loan without the pay-
ment of a premium, the custom sprang, up of fixing

in the constitution or by-laws a minimum premium at

which the bidding for loans must start. When the

serial or permanent association came into existence, it

adopted this custom, and fixed a minimum premium
bid.

The first association with which the writer had an
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acquaintance was organized and conducted for some

years on the scheme of requiring a minimum premium
of $40 on each share. The highest sum the borrower

could obtain was $160 a share.

In the early days of building and loan associations,

as compared with these times, money commanded a

high interest, and the rate of six per cent per annum,
which the borrower paid in the association, was below

the legal rate
; hence, if he obtained his loan without

any premium, the association would not obtain legal

interest. It seemed eminently proper, therefore, that

the borrower should pay a premium of some amount.

At that time the values of real estate, as a rule,

were advancing in the localities where buildings were

being erected with money borrowed from loan associa-

tions, and it was felt that the non-borrower was en-

titled to large interest upon the money which he paid
into the association, and which enabled the borrower

to obtain his loan, and thereby be able to own his

home, and, while paying for it, also obtain the benefit

of the rise in value of his real estate. For these reasons

a high rate of premiums obtained in the early history

of the building and loan associations.

The question may well arise in the mind of the in-

quirer, in the event the borrower desired to repay his

loan before his shares attained their matured value,

did he have to pay the full two hundred dollars on

each share of his loan ? To require this of the bor-

rower would manifestly make the burden of the bor-

rower so heavy as to have a disastrous effect upon the

success of the whole scheme. To obviate this, a sys-

tem of rebates was adopted. By the law of Pennsyl-

vania, passed in 1859, under which thereafter building
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and loan associations were organized and incorporated
in that State, it was provided that a borrower repaying
a loan within eight years after the organization of the

corporation should have returned to him one eighth
of the premium for each of the eight years unexpired
at the time of such repayment.

This law evidently contemplated a single-series sys-

tem; but the principle is equally applicable to the

serial system. Instead of "
organization of the corpo-

ration," we have only to insert within eight years after

the series, to which the shares borrowed upon belonged,
was issued, and the plan of rebates applies.

This rule contemplates the maturing of shares in

eight years ;
and the system of rebates which it pro-

vides for is simply this : If the borrower has paid a

premium of $50 a share, as we have before assumed,

that premium is divided into eight parts being $6.25

each. If the borrower repays during the same year he

borrowed, he repays the $150, and $6.25 in addition,

namely, $156.25. If he repays during the second year,

he must pay $162.50, and so on, increasing $6.25 each

year. The same principle applies to any premium bid.

But still another question arises. Suppose the

shares were issued for some years before the owner

borrowed upon them. In the serial plan, when money
is offered for sale, there may be several shareholders

competing for the money, and the shares of stock held

by each have been issued in different series
; one, for

instance, may have just come in and taken stock in

the current series for the purpose of becoming a bor-

rower
;
another one may have had and paid dues upon

his stock for four years. Suppose both are successful

bidders at $50 premium. From what we have stated
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above, it is clear how the rebates apply to the borrower

in the current series
;
but as to the one holding shares

four years old, the above rule would not apply. As
to him, the rule is applied in this manner : The bor-

rower is allowed at the time of borrowing a rebate of

one eighth of the premium for each full year the series

has run at the time he borrows. Thus, on the $50

bid, if the series in which the shares were issued, upon
which the borrower is obtaining a loan, is over four

years old and less than five years, he receives $150 a

share and four eighths of the premium bid by him
so that he would receive in all $175. If the shares

were one year and less than two years old, the borrower

would receive $156.25.

The same rules we have stated apply to a system
based upon a scheme in which it is assumed that the

shares will mature in ten, or any other number of

years. The premium bid is divided into as many parts

as the scheme assumes it will take for the shares to

mature, and whenever a loan is repaid, a rebate is made
of as many of these parts of the premium as there are

years remaining of the time it is assumed it will take

the shares to mature ;
and a rebate is likewise made

from the premium bid at the time of borrowing, of as

many of these parts of the premium as the shares bor-

rowed upon are years old. It is apparent that the

gross plan, with its system of rebates, complicates the

book-keeping of the association.

To illustrate : Take an association upon the serial

plan, in which it is assumed that eight years is the

requisite time for a share to mature, and which issues

a new series of stock each year. Suppose a loan is

made upon ten shares belonging to the current series,
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at a premium of $50 per share. A security is given to

the association for $2,000. This is the face value of

the asset. If it run until the shares borrowed upon
mature, $2,000 will be paid upon it

; but, if repaid the

same year it was given, $1,562.50 will cancel it. If

not paid until the next year, it will take $1,625 and

so on, increasing $62.50 each year until the eighth,

when it will take $2,000. Suppose at the close of the

fiscal year the association holds $20,000 of mortgages,
at their face value, what is their actual value ? We
certainly can not say their actual value exceeds a sum
that will cancel them if paid to the association. To
determine what sum will cancel them, we must ascertain

how much rebate each share borrowed upon in making

up the $20,000 of loans is entitled to be allowed on re-

payment. The total of such rebates deducted from

the $20,000 will give us their actual value
; but, to

ascertain the sum total of rebates, we must know the

amount of premium bid on each of the one hundred

shares borrowed upon, and the age of each of the

shares. From these intricacies of the system there

came into use the terms "
apparent profits

" and " act-

ual profits,"
" unearned premiums

" and " earned pre-

miums." Assume each of the one hundred shares

above to have sold at a premium of $50 ;
it is clear it

only took $15,000 of money to secure the $20,000 of

mortgages. Here is an apparent profit of $5,000, but,

as we have before seen, if all the shares borrowed upon

belonged to the current series, $15,625 would cancel

the $20,000 ;
and the actual profits from the premiums

is only $625 instead of $5,000. Of the $5,000 of pre-

miums only $625 is "earned," and the remainder,

$4,375, is as yet "unearned."
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In our illustrations we have assumed the simplest

conditions that could arise under the rebate system.

Increase the mortgages to $100,000, and made in five

different series, and each loan paying a different pre-

mium, and the expert accountant will be appalled with

the complexity, unless he has become an expert in

these particular accounts, and has clearly understood

the difference between " earned " and " unearned "
pre-

miums, and opened his books and kept the month at

basis.

One of the rocks upon which many building and

loan associations have run and nearly foundered has

been this " unearned premium." Until very recently

many associations opened and kept their accounts as

though the whole premium had been paid, and reck-

oned their assets in declaring their dividends at the

face value of their securities, instead of the " actual

value
"

;
and as the years ran by and rates of interest

declined, and the rate of the minimum premium had

to be lowered in order to obtain borrowers at all, and

the earlier borrowers from any cause repaid their loans,

the rebates which had to be allowed to them necessa-

rily came out of current profits, and the result was to

make dividends very small and greatly to damage the

prosperity of the association, without the shareholders,

as a mass, being able to clearly understand what was

the difficulty. This consequence was obviated by

keeping the books so that the securities were only
reckoned at their actual value

;
but this was more dif-

ficult than many secretaries and organizers knew well

how to do. The gross plan, with its system of rebates,

is too complex for the ordinary wage-worker to readily

understand, or for any one, without careful study ;
and
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by reason of its intricacies, and sometimes rank in-

equalities of benefits between borrower and non-bor-

rower, it has greatly retarded the growth of loan asso-

ciations upon simpler and more equitable schemes.

The Net Plan.

The net plan was the next to develop. Building
and loan associations came into existence in such great
numbers in Philadelphia that they necessarily had to

compete with each other for shareholders
;
and hence

there was a constant tendency to modify the original

scheme so that the new association, with a scheme

changed from the older scheme, would appear to be

better for the borrower. The borrower could readily

perceive that when he was paying six per cent on $200

a share and had received only $150 or $160, he was in

fact paying seven or eight per cent for the use of his

money. To obviate this apparent high rate of inter-

est, a new scheme was devised of only charging six per
cent interest upon the sum actually received. The

security would be given to the association for the prin-

cipal sum of $200 a share and for the payment of in-

terest upon the sum which he actually received after

the amount of his premium bid was deducted. This

came to be known as the " net plan," from the fact

that interest was paid only upon the net sum the bor-

rower received. The system of premiums, with the

minimum bid and rebates of the gross plan, remained

unchanged. If the borrower was making his loan upon
shares in a series four years old, he was allowed four

eighths of the premium bid, if the association was or-

ganized on the basis of eight years to mature its shares.

If organized on the basis of nine years to reach ma-
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turity of shares, he was allowed four ninths of the

premium ;
if organized on the basis of ten years, then

four tenths were allowed
;

that is, the net sum he

would receive would be $200 a share, less the premium
bid, plus four eighths or four ninths or four tenths of

such premium, according to the scheme of the asso-

ciations.

If borrowing in the current series that is, the last

series issued the net sum received would be $200 a

share, less the total premium bid. The same rebates

from the face value of the security were allowed on re-

payment of the loan as under the gross plan. In brief,

the net plan varied from the gross plan only in charg-

ing the borrower interest on the net sum received, in-

stead of charging him interest on the face value of the

security, that being for the matured value of each

share borrowed upon. This scheme was better for the

borrower, provided he was not induced by reason of

the apparent advantage to him in the matter of inter-

est to run up the premium bid to a higher rate than

he would have done under the gross plan. This inter-

est advantage was a tempting delusion in the matter

of bidding high premiums.
It will be seen that the net plan involved all the

intricacies and complexities of the gross plan. It was

an improvement to the borrower who understood the

plan fully, and was not induced thereby to bid a higher

premium than he would otherwise have bid; but to

the unthinking it often proved a delusion and a snare.

The Installment Plan.

The third plan evolved in the history of building
and loan associations relating to premiums is known
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as the "installment plan." Associations organized
and conducting their business under the installment

plan are subject to two classifications. In the first the

borrower bids a premium in the same manner as under

the gross and net plan; but instead of the whole

amount of the premium bid being deducted from the

matured value of the share, and he receiving upon his

loan only the balance, the premium bid is divided into

as many parts or installments as the scheme of the

association assumes that it will take months for the

shares to mature; and the borrower at each payment
of his dues and interest pays one of these installments

of the premium bid by him. Under this arrangement,
the borrower receives $200 a share upon his loan, or

whatever sum constitutes the matured value of the

shares, and pays interest upon that sum and gives a

security to the association for the payment of the

principal sum, and, in addition thereto, for the pay-
ment of the installments of premium, with his dues

and interest. Thus, if a borrower in the current series

should bid a premium of $50 a share, $200 being
their matured value, and the scheme of the association

assumes that nine years are required for the shares to

mature, the $50 premium would be divided into one

hundred and eight installments, of which one part
would be paid with each payment of dues and interest.

If the association assumes that it would take ten years
for its shares to mature, then the $50 would be divided

into one hundred and twenty parts or installments,

and one installment would be paid with each payment
of dues and interest.

This plan was a great advance upon the gross plan
and the net plan ;

under it, the borrower received his

7
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full $200 a share, and he could readily determine how
much the installment of premium for every month
increased his rate of interest paid for the use of the

money.
The second class of associations organized under

this plan modified the first scheme by dropping out

the assumption that the shares would mature in a cer-

tain number of months, the premium bid not being a

gross sum divided into installments for the purpose of

determining the amount of the installment to be paid
each month. The bid is made solely on the amount

that the borrower will pay each month for the use of

the money, in addition to the legal interest. The bor-

rower receives $200 a share and pays interest thereon,

and, in addition thereto, such sum every month as the

bid made by him requires. The latter form of the in-

stallment plan has justly become the most popular of

the two, and we think is now generally adopted in asso-

ciations throughout the country where the installment

plan is in operation. Under this plan the borrower

who wishes to repay his loan at any time before his

shares of stock have matured simply pays the install-

ment of premium up to the time of the payment of

his loan. It will be observed that this plan or scheme

eliminates the complex system of the gross and net

plan with reference to rebates, and very much simpli-

fies the account-keeping of the association, and also

simplifies the whole scheme of the association to such

a degree that it can be readily understood by men of

ordinary intelligence.

The second form of the installment plan was the

one adopted by the law of Massachusetts, providing

for the incorporation of what is now known as the
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"
co-operative banks "

of the State of Massachusetts
;

and, so far as we are advised, is the plan generally

pursued by associations in St. Paul, Minneapolis, and

Philadelphia.

Premium Interest Plan.

The fourth plan or scheme relating to premiums,
which has developed in recent years to some extent

and is gaining ground in some localities, is the "
pre-

mium interest plan." This plan was incorporated

into the Massachusetts scheme of co-operative banks

in 1882. That law provides that any corporation

organized under the act providing for the incorpora-

tion of co-operative banks may provide by its by-laws

that the bid for loans " at its stated monthly meetings

shall, instead of a premium, be a rate of annual inter-

est upon the sum desired, payable in monthly install-

ments. Such bids shall include the whole interest to

be paid at any rate not less than five per centum per

annum."

The original act which this amends provided for

that form of the installment plan in which the bid

was a certain per cent upon the amount loaned, pay-

able each month. Under the amendments referred to,

the co-operative banks are given the option of the in-

stallment plan or to confine the bidding to the rate

of interest to be paid by the borrower, the money to

be struck off to the borrower who bids the highest

rate of interest and furnishes satisfactory security.

It will be noted that under the premium interest plan

of Massachusetts the minimum rate of interest shall

not be fixed by the by-laws at less than five per cent

per annum.



92 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

Associations under the old law of the State of New
York may be organized upon any of the plans or

schemes to which we have already referred; and of

late some associations have been organized upon the

premium interest plan, the minimum rate of interest

being fixed at five per cent and the bidding for the

loans commencing at that sum. This plan of premium
is a great advance upon the gross plan and net plan
with their system of rebates

;
and it is claimed by its

friends to be also an advance upon the installment

plan, as it simplifies the scheme by confining the bid-

ding of the premium solely to the rate of interest.

The borrower receives $200 per share, and pays such

rate of interest per month as his bids call for.

There are many things connected with this plan to

commend it, and its friends speak very strongly in its

favor. As to which of these schemes is the best we
shall discuss in the next chapter.

The New YorTc Premium Plan.

As we have before stated, we name the fifth plan re-

lating to premiums
" the New York premium plan," for

the reason that it is the plan incorporated into the gen-
eral law of this State providing for the incorporation of

co-operative savings and loan associations. The gen-
eral scheme incorporated into the statute contemplates
that the only object or purpose of a premium being

paid by the borrower is to determine who shall become

entitled to borrow the money where there are several

bidding for it who are equally entitled to become bor-

rowers. That the selling of the money at auction to

the highest bidder is the most practicable manner of

determining who shall borrow the money, assuming,



REVIEW OF THE DEVELOPMENT. 93

of course, that each borrower has ample security to

offer for his loan according to the requirements of the

scheme of the association. The borrower, at the time

of his bidding, clearly understands that whatever

premium he bids is in the nature of a bonus, and that

the amount that he bids is deducted from his loan

at the time, and he gives security to the association

for $200 a share, and pays interest thereon, and

the whole premium transaction is closed. Under this

system, high rates of premium will not be bid, and

a very large share of the loans made will pay no

premium at all. The general law provides that the

rate of interest to be paid shall be determined by the

by-laws of each association. The object of this pro-
vision is to allow associations to reduce their rates of

interest as the general legal rate of interest shall de-

cline. At present the legal rate of interest in New
York is six per cent

;
and associations now organizing

under this statute fix their rate of interest at that

sum
;
but in case the rate of interest should be placed

at five per cent by legislative enactments, the associa-

tions formed under this act could, by their by-laws,

change their rate of interest accordingly. Under this

plan the face value of the securities represents their

actual value, and every security held by the association

bears the same rate of interest. No delusions nor snares

are held out to the borrower to lead him to bid a high

premium on the ground that it will be returned to

him. The whole scheme of an association is simplified

to such a degree that it may be readily understood by
all. We shall further discuss the merits of this plan
hereafter.

We have now described the five plans relating to
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the subject of premiums. There are various modifica-

tions of these several types ;
but it is not our purpose

to enter into the discussion of them in detail.

Many associations exist which seek to be known or

classified as associations of the class we are discussing

which should not be so classified.

It is an essential feature of building and loan asso-

ciations, co-operative banks, and the co-operative sav-

ings and loan associations that each share of stock of

the same age, whether borrowed upon or not, shares

equally in the distribution of profits ;
but there is a

class of associations where the borrower is excluded

from any share in the profits. As an illustration of

such a scheme we quote from a communication to the
" American Building Association News," dated at Mt.

Vernon, Ind., February, 1888 :

We have two associations here working on the following

plan : Par value of shares $100, dues payable weekly, twenty-
five cents per share. A fixed amount of $65 is loaned on each

share borrowed on and the loans run five years from date of

series in which loan is made
; $65 you will notice is the

amount returned to the association in dues during a period of

five years. The borrowing members pay 6 per cent weekly
with their dues on the net amount of loan

;
for example, a loan

of ten shares, $650, the interest for the first year at 6 per cent

is $39 ;
the second year interest on $520, $31.20 ;

third year

interest on $390, $23.40 ;
fourth year interest $15.60 ;

fifth

year interest $7.80 ;
no premium is paid by the borrower,

and each series of stock is liquidated at the end of five years

from the time of issue. The borrowers have their mortgages

cancelled, and the non-borrowers receive the net amount of

profits or losses, as the case may be, up to that time on each

share held, including dues paid on the same.
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An association of this nature could not be con-

ducted under the laws of Pennsylvania, Massachusetts,

or New York.

Another scheme for associations usually classed as

building and loan associations, but improperly so, al-

lows the shareholders to pay a gross sum at the begin-

ning of a series, in lieu of monthly or weekly dues,

which invested at a certain rate of interest will amount

to the matured value of a share in the association in a

certain number of years, the time which the association

assumes that it will take the stock in the series in

which the shares are issued to mature.

An association of this kind is speculative and in

conflict with the true object and spirit of building and

loan associations. All features of speculation should

be eliminated from these associations, so far as possi-

ble, in order to make them continuously popular and

successful. The capital of all associations should con-

sist of the monthly or weekly savings of its members,
with profits derived therefrom in loaning to its own
members or shareholders. Much injury has come to

the fame of the true co-operative associations for sav-

ings and home-building by schemes that assume their

name and many of the forms of doing business, but

which are in reality only schemes by which the money-
lender obtains large interest from the borrower. They
should be discouraged by every friend of true co-opera-
tion among wage-earners.



CHAPTER VI.

WHICH OF THE SEVERAL SCHEMES CONSIDERED IS

BEST.

WE have now before us a general outline of the

several schemes upon which the class of associations

under discussion have been and are now conducted.

We have seen something of their history and de-

velopment. The literature on the subject is very mea-

ger, and hence the field of our investigation has been

limited. We have passed over without describing many
modifications of several schemes which do not appear
to have assumed sufficient importance to merit a sep-

arate classification and name. We have sufficient data

before us, however, from which some safe conclusions

may be derived.

Before proceeding to describe in detail how to or-

ganize these associations, the details of management,
and the proper methods for keeping the books of ac-

count, let us examine which of the several schemes or

their modifications presented seems to be the best.

That scheme is undoubtedly the best which secures

an equality of benefits between the borrower and non-

borrower, simplicity in its practical workings, and

safety in the highest degree. These three essential

requisites must exist in any scheme to become de-

servedly popular.
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Safety of the Scheme.

All the schemes we have described have the essen-

tial requisite of safety in nearly the same degree.

They all require, as a rule, the same kind of security

for their loans, namely, first bond and mortgage, or a

pledge of their own stock upon which there has been

paid into the association a sum equal to the amount
loaned and six months' interest on the loan. The
latter gives to the association absolute security, as we
have seen; all risk upon the loan is, in fact, elimi-

nated.

The safety of loans made upon bond and mortgage

depends in all the schemes on the same conditions.

These conditions may be briefly stated as follows : 1.

The good judgment, experience, and integrity of those

who examine and appraise the value of the real estate

offered to the associations as a security for loans. 2.

The knowledge and accuracy of those charged with

examining titles and making abstracts of the same.

3. The percentage of margin which is required be-

tween the value of the mortgaged premises and the

amount loaned. 4. The condition of the real-estate

market, when the loan is made, as to whether it is

normal, inflated, or depressed. 5. In those loans

where the fire insurance upon the buildings is a part

of the security relied upon, the watchfulness of the

officer, whose duty it is to see that the insurance does

not expire and leave the building without insurance
;

and carefulness in selecting companies to carry risks

that are able and willing to pay in case of loss.

All the foregoing conditions of safety may be ful-

filled under any scheme, either carefully or negligent-
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ly, intelligently or ignorantly, honestly or dishonestly.

The intelligence and character of the officers whom the

shareholders select to conduct the affairs of the asso-

ciation are of first importance always ; and no scheme

can relieve the shareholders from the greatest care in

this selection. The most that any scheme can do is to

provide all the elements of safety possible.

Receiving Dues, Interest, and Fines.

We have seen that two modes are pursued in re-

ceiving dues, interest, and fines.

The first is for the board of directors, or a com-

mittee thereof, to hold regular stated meetings, weekly
or monthly, according to the scheme of the association,-

for the receipt of dues, interest, and fines, and of install-

ments of premium .when the scheme is upon that plan.

No officer has the right, on behalf of the association,

to receive payments from the shareholders at any other

time.

The second mode is to require the payments to be

made to the secretary or treasurer, or permit them to

be made at any time during the week or month at the

office of the association, the officer, in order to accom-

modate the shareholder, having regular office-hours for

the purpose.
Of these two modes, it is proper here to inquire

which is best. It is manifest that if the receiving of

dues, interest, fines, etc., is devolved upon a single

officer, such as the secretary, and he has an office, and

is to be found there during business hours, and also at

stated times in the evening, it gives to each stockhold-

er the advantage of selecting his own time during the

week or month, according to his convenience, for mak-
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ing his payments; and again, it is clear that if an

association is prosperous and increases the number of

its shareholders without any limitation, they may be-

come so numerous that there will not be sufficient time

at an evening meeting for any committee to receive

and receipt for all the payments then due. In such

cases a regular officer, located in an office for the re-

ceiving of dues, interest, fines, etc., becomes a neces-

sity.

The answer to the question raised will be made

differently by different persons, according to their con-

ception of the true mission of loan associations. For

myself, I do not believe that the shareholders of any
association should be permitted to become so numer-

ous that payments can not be handled in a single even-

ing by the proper committee. For,a single officer to

receive the dues at any time must inevitably tend to

centralize the running of the association in the hands

of that officer. It is with him that all the stockhold-

ers become acquainted, and not with the other officers

to the same extent; nor do they become acquainted
with one another. They go and pay their dues when

convenient, and then go about their business. It be-

comes to them much like depositing in a bank. It

necessarily involves additional expenses in conducting
the business, while it leaves a door wide open for de-

falcations and ring methods in the management of the

association.

On the other hand, the stated meeting for the pay-
ment of dues and the receipt thereof by a proper com-

mittee tends to bring all the stockholders together at

regular intervals. They meet one another and all the

board of directors. When it is not convenient to at-
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tend a meeting the money and pass-book can be sent

by some friend. By this means all become better

acquainted with the scheme of the association, and

more interested in the manner in which its business

is conducted. When the sales of money immediately
follow the receipt of dues many persons will remain to

attend the sales. If there is a slack demand by bor-

rowers the interest of shareholders will be aroused in

looking about among their friends for those who wish

to borrow, and soliciting them to join the association,

explaining to them its workings and the benefits to be

derived from joining it. Under such conditions the

association becomes an educator.

These are some of the reasons which lead us to

prefer the stated meeting for the receipt of dues
;
and

we believe its wisdom is completely established by the

fact that in those localities where that method has

been most commonly followed loan associations have

attained their greatest success. There is an element

of safety in it which can not be obtained under the

other mode.

Weekly or Monthly Dues.

An examination of loan associations through the

country will show the fact that weekly dues are most

often associated with the scheme of a single officer re-

ceiving the dues. There are classes in some localities

with whom weekly dues are advantageous, but in most

instances the monthly scheme answers every end.

Simplicity of the Scheme.

Of two or more schemes, each having the essential

requisites of securing an equality of benefits between

the borrower and non-borrower, and safety in sub-
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stantially the same degree, that scheme is best which

is least complex in its practical workings. These asso-

ciations are intended for the'wage-earning classes
;
for

men of moderate means, men whose business expe-
rience is not large or varied, and hence the scheme

adopted should be one that can be readily understood

by them. The issuing of stock and the payment of

one dollar dues on each share until it arrives at the

value of $200 is a simple arrangement. In case of a

withdrawal, the giving of a thirty days' notice and re-

ceiving back the dues paid and a certain percentage of

the profits which have accrued, is a simple proceeding
that all can understand. The loaning of money at

each meeting to the highest bidder is easily under-

stood, when the premium bid is treated as, and under-

stood to be, a bonus, and the borrower receives $200 a

share less the premium per share he has bid, and gives

a security for the $200 and pays interest monthly at 6

per cent or any other rate fixed by the association,

and continues to pay his dues until the shares are ma-

tured and one cancels the other or if he repay his

loan, before the shares mature and the amount to pay
is the sum he has given security for, the whole pro-

ceeding is simple and straightforward: The book-

keeping in cases like this is simple, and a stockholder

or auditing committee can easily at any time arrive at

the condition of the association.

But change this form of premium to a system

whereby it is assumed that it will take ten years for

the shares to mature, and then divide the premium
into ten parts, and deduct them all from the amount

of money the borrower receives, if he is borrowing

upon shares in the current series, and require him to



102 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

give a security for the full $200 a share and pay inter-

est on that sum, and tell him that if he wishes to re-

pay his loan before the shares borrowed upon mature

the association will allow a rebate on the premium bid

of as many tenth parts of the same as there are full years

remaining out of said ten years at the time he repays
the loan, the whole proceeding becomes complex, and

can not be comprehended in its full effect without a

study more difficult and patient than the average arti-

san will give it. Such is the gross plan, with its

system of rebates. It is complex beyond ordinary

comprehension, and complicates the accounts of the

association to such a degree that an ordinary business

man, when placed upon an auditing committee can

not verify the accuracy of the annual statement with-

out greater labor than he can or will bestow upon it.

It does not relieve the complexity by adopting the

net plan the only change in this being that the bor-

rower pays interest on the actual sum which he re-

ceives. This, in fact, still further complicates an

examination of the accounts. Before an auditing com-

mittee can determine whether John Doe, a borrower,

is paying or has paid the amount of interest he ought
to pay, they must ascertain the amount of premium he

bid on his loan, and deduct that from $200 to ascertain

the amount upon which he should pay interest
;
and

not only that, but they must ascertain how old the

series was when he borrowed, so that they may deter-

mine the amount of rebate he had on the premium
bid. This must be done with reference to every loan

outstanding.

This complication is somewhat relieved under the

installment plan, in which the borrower receives the
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full sum of $200, and pays the premium in monthly
installments, with his dues and interest

;
but it still

remains complicated. It involves the examination as

to the amount of premium bid upon each loan, in

order to determine whether the installment actually

paid is the right one.

The fourth plan, which is regarded with much
favor in many localities, and especially in the co-opera-
tive bank scheme of Massachusetts, where the pre-

mium bid may be, if the association so elects, upon
rate of interest to be paid for the loan, is subject to

the same objection as the installment plan. To deter-

mine the amount of interest which ought to be paid,

the amount of interest bid on each loan must be ascer-

tained.

Many associations in New York, under the old law,

adopted the policy of fixing a low rate of interest as

the minimum, and then borrowers bid up the rate in

the competition for money. There are many things
to commend premium - interest bidding, but this

scheme is at the expense of simplicity in the practical

workings of the business of the association. As re-

gards the essential requisite of simplicity in the prac-

tical workings of the associations, it seems clear that

the scheme of the co-operative savings and loan asso-

ciations of New York is superior to any other.

Equality of Benefits.

Equality of benefits between the borrower and the

non-borrower must be secured in these associations to

justly entitle them to the name of co-operative asso-

ciations.

If the scheme upon which they are conducted in-
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volves the fleecing of the borrower by the free share-

holder the one who does not borrow they cease to

be what is claimed for them. The effect in the stimu-

lation of savings and in furnishing facilities therefor,

in encouraging home-building, and making the attain-

ment of a home possible to the wage-worker, has been

so great that these associations have been almost uni-

formly successful, accomplishing much good, notwith-

standing considerable injustice involved in the prac-

tical workings of the system between borrower and

non-borrower the former paying a very large interest

and the latter receiving it. The borrower too often

undertakes obligations which he does not fully com-

prehend until it is too late for him to recede, and if

he attempts to free himself from the burden he only
still further swells the profits of those who do not

borrow.

We shall assume that the scheme which has the

essential elements of simplicity in its practical work-

ings and safety, and, at the same time, secures the

greatest equality between the borrower and the free

shareholder, is the best. We assume this, because it

seems to us to admit of no dispute.

The total sources of profits of an association arise

from premiums, interest, fines, entrance -
fees, and

transfer-fees. If, perchance, in the course of its busi-

ness in the enforcement of securities upon defaulted

loans, it becomes the owner of real estate, rents re-

ceived, as well as any advance realized upon its resale

above actual costs to the association, belong to profits.

But these are chance profits ; they are not the sources

from which, under the ordinary workings of the

scheme, profits are expected to be realized, so we shall
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not refer to them again, but shall leave the enumera-

tion above to stand, with one addition thereto while

the sources above enumerated constitute all the sources

from which the business of the association derives

gain, as between the stockholders, there is yet another

source of profit, and an important one.

We have, in Chapter III, fully explained the dif-

ference between the holding value and the withdraw-

ing value of shares. Now, whenever a shareholder

withdraws he leaves in the treasury of the association

the difference between these two values, which inures

to the benefit of the shareholders who do not with-

draw, and constitutes a portion of the profits to be

divided at the next distribution.

The necessary expenses of conducting the business

of an association will, as a rule, exceed the sum re-

ceived from entrance-fees, transfer-fees, and fines, so

that the amount of profits to be divided at each distri-

bution will not exceed the sum received since the last

distribution from premiums and interest and profits

left by withdrawing shareholders.

Now let us cast out of these items the premium
paid, and assume that the interest paid is simply the

legal rate. It is manifest that the borrower and non-

borrower are receiving equal benefits. The borrower

pays his monthly interest, and has value received, in

return therefor, in the loan that has been made to

him. The non-borrower, who is availing himself of

the association as a place to accumulate his savings, is

obtaining better advantages than he can obtain else-

where, when he is able to secure the legal rate of in-

terest upon his savings paid in from month to month.

The borrower obtains the advantages of being able

8
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to pay interest in small sums from month to month,
and likewise monthly payments in addition as dues

upon his stock, which in time shall wipe out his loan.

This secures equality between the borrower and non-

borrower, and both reap a benefit without loss to the

other. The distribution of interest and the profits left

by the withdrawing shareholder, in the form of divi-

dends to the holding value of the respective shares

held by the borrower and non-borrower, is just, and

works equity between all parties concerned
;
but it is

otherwise with the item of premiums.
If all borrowers bid the same premium and the

premium received by the association was distributed

among the shares borrowed upon, then there would be

an equality of benefits
;
but such is not the scheme.

Premiums, as well as other items of profits, are bunched

and divided among all the shares outstanding accord-

ing to their holding value.

It needs no array of figures to show that when the

free shareholder receives 10 per cent interest on his

savings in a community where the legal rate is but 6,

that the borrower has paid either in premium or inter-

est far above the current rate. We have in Chapter
IV written to some extent on this question. It is in-

evitable that if the association is one in which free

shareholders obtain large interest it is one in which

the borrower will pay large interest, either under the

name of interest or premiums.
It may be of service in the consideration of this

subject to obtain some correct notion of the relative

number of borrowers and non-borrowers in these asso-

ciations.

At the date of the annual report for 1886 of the
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Savings-Bank Commissioners of Massachusetts, there

were forty co-operative banks in that State, having

14,805 shareholders
;
of this number only 2,960 were

borrowers. There were outstanding 98,783 shares of

stock
; but, unfortunately, the fact is not compiled as

to the number of shares borrowed upon. From an ex-

amination of the report of the " Bureau of Statistics of

Labor and Industries
"
of New Jersey for 1886, where-

in they have tabulated certain facts with reference to

156 building and loan associations in that State, we
find the total number of shareholders 37,730, of which

only 8,562 are borrowers. The total number of shares

outstanding is 204,653, of which only 42,373 have

been borrowed upon.
There is located at Elmira, New York, an associa-

tion organized upon the serial plan : Matured value of

shares, $200 ; monthly dues, one dollar
; issuing a new

series of stock each year, and has matured three series

of stock. It now issues and matures a series each

year. Its thirteenth annual report shows outstanding

3,510 shares in all series, of which 812 have been bor-

rowed upon.
From our investigation and from the necessity of

the scheme of these associations, we conclude that the

ratio of non-borrowers to borrowers will, on the aver-

age, exceed four to one.

From this it follows that excessive interest and pre-
miums paid by the borrowers may be divided into four

parts at least, and only one of these parts will be re-

turned to the borrowers in dividends to their stock

while the remaining three parts will be divided to the

free shares. While this conclusion is not accurate, it

is approximately so.
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We feel it needs no argument to prove that the old

gross plan, requiring a premium bid of $25 a share, or

even more, and payment of interest on $200 while the

most the borrower could receive on his loan was $175
a share worked rank injustice.

The first association in which the writer was a

shareholder required a minimum premium bid of $40 a

share. The promise was held out to the borrower that

he would get his premium back in dividends upon his

shares. We have seen that he would not get back

more than one fourth of it. The free shareholders

received the other three fourths. Under this system
the free shareholder who remained until his shares

matured would receive from 12 to 18 per cent interest.

The system could not prosper except in localities

in which real estate was rapidly advancing, and the

borrower obtained an advantage from the advanced

value of the real estate he was paying for.

As we have before stated in the last chapter, the

net plan relieved somewhat the rank inequality of

this system. While excessive interest was not re-

quired, the large premiums still remained. This in

turn yielded to the installment plan. In this the bor-

rower obtained and paid interest on $200, but with

each monthly payment was an installment of premium.
Under either plan, whatever premium he did pay, not

over one fourth came back to him. The free share-

holders obtained the lion's share.

We have before spoken of a modification of these

schemes that placed the interest paid from month to

month at less than legal interest. This system proves
but a delusion and a snare to the borrower. In addi-

tion to the fact, which was always fallacious, that he
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would get his premium back in dividends upon his

shares, he was shown that he was obtaining a low rate

of interest, and that he could afford to bid a high

premium. Under these conditions, and the stimulus

of an open competitive bidding, the premium would be

run up until the borrower paid an excessive sum in

premium and interest for his loan. Such are the dan-

gers attendant upon this scheme.

The fourth plan, the premium interest plan, is

free from this evil where the minimum rate of in-

terest is placed at the legal rate. The only objection
we urge to this scheme is the want of simplicity that

we have before discussed, and the further fact that it

is liable to breed dissatisfaction to have borrowers year
after year paying different rates of interest on the

same sum of money.
But whenever in this scheme the minimum rate of

interest is placed below the legal rate, -there still re-

main the conditions before stated which prove a delu-

sion and often a snare to the borrower, and it is also

open to the objection of being wanting in simplicity.

It has some advantages that are urged in its favor that

should be noticed. The advocates claim for it the

advantage ol adapting itself to the fluctuation in the

money market. When money is plenty, the borrower

may obtain his loan below legal interest. When money
is scarce, he will have to pay more, and that it is

equitable that he should do so. There is some force

in this claim
;
but in some of its bearings it is falla-

cious. If the borrower only continued to pay the

higher interest while the increased demand for money
continued, or the low rate while the demand was

small, then the claim would have greater force
;
but
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he continues to pay the high or low rate of interest

so long as he continues his loan. If he has obtained

a low rate, he will not change it. If he has been

compelled to pay a high rate to obtain the loan, he

will be watching for an opportunity to pay off the

loan and obtain a new one at a lower rate. But when

the scheme requires a uniform rate of interest and the

premium bid is understood to be a bonus to be paid at

the time, the amount of that bonus will be controlled

by the condition of the money market. If money is

plenty, he will not pay a high bonus
;
he will usually

get it without the payment of any; but if the de-

mand for money is greater than the supply, he will

have to pay a bonus accordingly. The increased or

decreased premium, upon this scheme, therefore more

accurately and equitably adjusts itself to the money
market than the high or low rate of interest in the

interest premium plan.

Loans in small sums, to be repaid in driblets, as

loans are made in these associations, can not as a rule

be made elsewhere. The rate of interest upon loans

of this character are not subject to much fluctuation

from the legal rate. The borrower will always be

willing to pay legal interest when coupled with the

other advantages offered him.

We, therefore, prefer the plan of the co-operative

savings and loan associations of New York. Pre-

mium should not enter into any scheme for the sake

of profits, but simply as a mode of deciding who shall

have the money. It should be understood to be a

bonus, and when bid, that not more than one fourth

is coming back to the borrower. When money is

plenty, no bonus will be bid.
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Before me lies the reports of the association at El-

mira, New York, before mentioned, for the years of

1886 and 1887. It loaned for the fiscal year ending
in February, 1886, $40,750; rate of interest 6 per

cent, and the total premiums paid, $62.

For the fiscal year ending in February, 1887, it

loaned $53,400, and the total premium was $232.45 ;

and the report of both years states that the demand
for loans during the year exceeded the amount of

money the association had to loan.

It may be urged that this system admits of high

bidding by the borrower, and excessive interest result-

ing therefrom. That is true
;
so does any system yet

devised
;
but it holds out no false or delusive incen-

tives to rash bidding. The borrower understands he

is bidding a bonus
;
and understanding this, he will

not bid high and in the practical workings it will

be very seldom that any premium will be bid at all.

We have not discussed in this chapter the merits

of the terminating plan, as compared with the perma-
nent plans for issuing stock, for the reason that we
assume it will be conceded by all that either of the

permanent plans are superior to the terminating plan.

"We prefer the serial plan to the plan of issuing

stock at any time. The only object of issuing at any
time is to allow persons to become shareholders with-

out paying back dues. This is sufficiently obviated in

the issuing of a series once in six months. Under
this plan, any stockholder ascertaining the number of

shares outstanding in each of the series can determine

very closely at any time the amount of the accumu-

lated capital of the association. We prefer it for its

simplicity ; and it is the plan generally adopted wher-
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ever these associations have been carefully regulated

by the laws of the State.

Voting by the Stockholders.

There are two modes of voting. The first is to

allow the stockholder to cast one vote and only one,

whether he holds one or twenty shares of stock. The
second is to allow him to cast one vote for each share

of stock held by him. The advocates of the one-vote

system claim that it prevents a few stockholders hold-

ing large blocks of stock from combining to control

the association. This is true
; but, on the other hand,

it allows ten men holding one share apiece to have the

same voting power of ten men holding ten shares

apiece. The limitation of ten free shares in any one

series is a sufficient check upon the attempt of a few

to control its policy. We believe each stockholder

should be allowed to cast a vote equal to his interest

in the association, to the extent of casting one vote for

each share of stock held by him. If no limitation

were placed upon the number of shares a stockholder

might hold, we would agree with the one-vote plan ;

but we prefer to place the limitation in the holding of

shares, and then each share have a vote.

In conclusion, then, we express our preference for

the scheme which issues its stock in series, matured

value $200, monthly dues of one dollar, money loaned

without a premium when there is no competition and

when competition occurs, the premium bid being
treated as a bonus and deducted from the loan

;
inter-

est at 6 per cent, payable monthly. Hence we ap-

prove, in the main, the scheme of the co-operative

savings and loan associations of New York.



CHAPTER VII.

HOW TO ORGANIZE A CO-OPEEATIVE SAVINGS AND
LOAN ASSOCIATION UNDER THE NEW YORK ACT

OF 1887.

IT is our purpose to explain, first, in detail, how to

organize a co-operative savings and loan association

under the general act for their incorporation, passed

by the Legislature of the State of New York in 1887.

The act itself will be found in the Appendix.
The first section of this act provides :

" That any
fifteen or more persons, being of full age, may form

an association as provided within this act. All asso-

ciations formed under the provisions hereof shall be

known as co-operative savings and loan associations,

and the name of every association so formed shall con-

tain, as a part thereof, the words,
'

co-operative sav-

ings and loan association.'
"

The first step therefore is to find fifteen or more

persons of full age who will unite to form an associa-

tion. The only condition which the statute provides
for membership is one of age.

Any person desirous of forming a loan association

in his own locality should prepare a paper in language

substantially as follows :
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" The undersigned, being of full age, hereby ex-

press a desire to unite in the formation of a co-opera-
tive savings and loan association under the provisions
of the act for their incorporation known as Chapter
556 of the laws of 1887 of the State of New York,
and upon the due incorporation of said association

and the adoption of by-laws, we hereby severally agree
to take the number of shares of stock in said associa-

tion set opposite our respective names."

Below the written matter the paper should be ruled

and headed as follows :

NAME.
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The requisite number having been obtained to join

in the formation of an association, the next step is in-

corporation.

Section 3 of the statute provides that " said as-

sociation shall become incorporated by the said fifteen

or more persons making, signing, and acknowledging,
in the manner and form prescribed for the acknowl-

edgement of deeds in this State, a certificate wherein

shall be stated the name of said association
;
that the

association is formed under and for the purposes pre-

scribed in this act
;
the town, village, or city where

the association is located within this State
;
and the

limit of the number of shares of stock it shall have

outstanding at any one time.
" When made as aforesaid, said certificate shall be

filed and recorded in the office of the Secretary of

State, and upon said certificate being so filed and re-

corded the Secretary of State shall issue a certificate

in proper and suitable form, declaring the facts con-

tained in said original certificate, and the filing and

recording thereof in his office, and which latter cer-

tificate shall thereupon be recorded in the county
clerk's office of the county where said association is

located
; and, upon the same being so recorded, the

persons named in the certificate first above mentioned,

their associates and successors, shall become a corpo-

rate body."
The procedure for incorporation is thus clearly

pointed out in this section of the statute.

The drafting of the certificate is the first thing to

be done. The law enumerates the facts which it must

contain. 1. The name of the association. If no

common understanding has come to pass as to what
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the name shall be, this can be left blank, except the

part which the law prescribes must appear in the name
of every association, viz. :

"
co-operative savings and

loan association." The completion of the name need

not be determined until a meeting is called for that

purpose, and to execute the certificate. In deciding

upon a name it is well to identify the locality of the

association by the name adopted, as " The Albany Co-

operative Savings and Loan Association
"

; or, if the

association is organized by a special class, as " The Al-

bany Kailway Co-operative Savings and Loan Associa-

tion," or "The Albany Clerks' Co-operative Savings
and Loan Association," etc.

2. The statement that the association is formed

under and for the purposes prescribed in Chapter 556

of the laws of New York for 1887, entitled an act
"
providing for the formation of co-operative savings

and loan associations
"

;
and in the event such act has

been amended at the time of the making of the cer-

tificate, there should be added,
" and the acts amenda-

tory thereof."

3. The name of the town, village, or city where the

association is located.

4. The limit of the number of shares of stock the

association shall have outstanding at any time.

Section 5 of the act provides,
" that the total num-

ber of shares outstanding at any time shall not exceed

ten thousand." This fixes the maximum limit.

We perceive no advantage to be gained by fixing

the limit at a less number, except it arise out of the

laws relating to taxation. As the laws stand at this

writing in the State of New York, no advantage is

gained in that direction. These associations are " in-
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stitutions for savings," and therefore not liable under

the general corporation tax act, and are especially ex-

empted from the provisions of Chapter 143 of the laws

of 1886, which is an act taxing the privilege of organ-

izing a corporation.

However, outside of cities, it will rarely occur that

an association will wish to have more than five thou-

sand shares outstanding at one time, and in small vil-

lages they will seldom exceed three thousand shares.

We suggest the following as a form for the certificate

of incorporation :

This memorandum certificate of incorporation,

made this day of
,
18 . .

,
certifies that we,

[here insert names], being of full age, have agreed to

unite, and do hereby unite, to form a co-operative

savings and loan association, as follows, to wit :

1. Said association is formed under the provisions

and for the purposes prescribed in Chapter 556 of the

laws of 1887 of the State of New York, and any acts

amendatory thereof.

2. The name of the association is The [insert name]

Co-operative Savings and Loan Association.

3. The said association is formed to conduct the

business thereof in the [town, village, or city] of

[name], in the State of New York.

4. The number of shares of stock which said asso-

ciation shall have outstanding at any one time shall

not exceed the number of

We ask that the Secretary of State of the State of

New York shall file and record this certificate in pur-

suance of the provisions of section 3 of said Chapter
556 of the laws of 1887.
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In witness whereof, we have hereunto set our hands
and seals the day and year first above written.

(seal) (seal)

(seal) (seal)

(seal) (seal)

(seal) (seal)

(seal) (seal)

(seal) (seal)

(seal) (seal)

(seal) (seal)

etc. etc.

State of New York, \

County of )

On this .... day of : ., 18. ., personally ap-

peared before me the undersigned, a notary public in

and for said county [insert names of all who signed

above], to me personally known to be the same persons

who signed the foregoing certificate of incorporation

and severally duly acknowledged that they executed

the same.

ss.

Notary Public.

Execution of the Certificate.

A meeting of those who have agreed to unite in

the organization should be called at some convenient

hour and place, at which time the name of the associa-

tion should be decided upon, if it has not been before,

and, upon the same being inserted in the certificate,

all should sign their full names, and a seal should be

affixed opposite each name. A notary public should

be in attendance and take the acknowledgments of the

signers as to a deed.
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While together, the members should designate some

three of their number as a committee to call the next

meeting of the incorporators, which will occur after

the incorporation has been completed, and such com-

mittee should also be directed to prepare by-laws for

the consideration of the incorporators.

The certificate should be next taken to the county
clerk for his certificate, to be annexed as to the official

acts of the notary who has taken the acknowledgment.
The paper is then ready to be forwarded to the Secre-

tary of State, to be filed and recorded.

With it should be sent the amount the Secretary of

State is entitled to for filing and recording it and is-

suing the certificate, which said third section provides
he shall issue, to be recorded in the county clerk's

office.

Unless the Secretary of State shall prescribe a dif-

ferent form for use by him, we suggest the following
as a form for such certificate, and that it be sent with

the original certificate to the Secretary of State, so

that all he will have to do is to execute and return the

same. We hope these associations will become so gen-
eral that the Secretary of State will prepare and have

printed a certificate that shall to some extent be artist-

ic, as it will constitute the charter of the association

when the memoranda of the county clerk showing
that it has been recorded in his office has been in-

dorsed upon it.

FORM OF CERTIFICATE ISSUED BY SECRETARY OF STATE.

To all whom it may concern :

This instrument duly certifies that [insert names

of those who executed certificate filed and recorded in
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his office], have duly filed in this office, and the same

has been duly recorded, a certificate for the purpose of

incorporation, under the provisions and for the pur-

poses prescribed in Chapter 556 of the laws of 1887,

and any acts amendatory thereof, providing for the

formation of co-operative savings and loan associations.

That the certificate so filed and recorded duly sets

forth that the name of such association is
" The

Co-operative Savings and Loan Association."

That such association is formed under the provis-

ions and for the purposes prescribed in Chapter 556

of the laws of 1887, and any acts amendatory thereof.

That such association is located in the of

,
in the County of

,
in the State of New

York.

That the capital stock of said association outstand-

ing at any time shall not exceed thousand

shares, and upon the recording hereof in the county
clerk's office of the county of in this State, the

incorporation of said association will be complete.
In witness whereof, I have hereunto set my
hand and affixed my official seal at the city of

Albany, in the State of New York, on this

day of
,
in the year of our Lord

one thousand eight hundred and eighty-

Secretary of State.

Upon the receipt of this certificate from the Secre-

tary of State, it should be forthwith recorded in the

county clerk's office of the county mentioned in the

certificate
;
and upon being so recorded, the incorpo-

ration of the association will be complete.
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By-Laws.

The next step in completing the organization is

the framing and adoption of by-laws.

Section 17 of the statute provides that :
" The asso-

ciation as soon as duly incorporated shall possess

power to adopt by-laws, not inconsistent with the pro-

visions of this act, regulating the due conduct of the

business of the association, defining the duties of the

officers and committees, times of meetings, mode of

determining and declaring the withdrawing value of

shares, and in relation to all other matters having ref-

erence to the conduct of the business, although not

specifically mentioned in this act."

In the case of building and loan associations in

this State, formed under the provisions of Chapter 122

of the laws of 1851, it is necessary to have what was

termed,
"
articles of association." In familiar speech

these are called the " constitution
"
of the association,

and are filed in the office of the county clerk, as a part

of the steps to become incorporated.

Under the act of 1887 this is not required. The
act itself constitutes the constitution.

The reason of this is clear when we consider that

the provisions of the act of 1851 admitted of great

variety in the schemes upon which associations could

be conducted, and the particular plan or scheme of the

association was outlined in the articles of association
;

while under the act of 1887, but one general scheme

is allowed, and that is definitely outlined in the act

itself.

But the act of 1887 allows of minor variations in

the details of the scheme, and these are to be described
9
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in the by-laws. There will be found in the Appendix
a complete set of by-laws as a form.

We shall here discuss only such portions of them as

seem necessary to give those seeking to organize an asso-

ciation a clear understanding of what the by-laws should

contain, the reasons therefor, and the duties of officers

thereunder.

Officers.

Section 4 of the act provides that :
" The officers

of the association shall consist of a president, vice-

president, treasurer, and secretary, who shall be ex-

officio members of the board of directors, which shall

consist of nine members, exclusive of said ex-officio

members. Other officers may be authorized by the by-
laws.

" The duties and compensation of the officers, their

terms of office, the time of their election, and the time

of periodical meetings of the officers and shareholders,

shall be determined by the by-laws, except that the

board of directors shall determine each year the com-

pensation of the secretary and treasurer."

Term of Office.

Under the terms of this section, the by-laws will

determine the length of time for which officers may be

chosen. We think no question will arise as to the term

of office of the president, vice-president, treasurer,

and secretary. The term of one year is so universal

that no one would suggest otherwise. The term should

be for one year. It is easy to re-elect a good officer,

and it is the easiest mode to get rid of an inefficient

one by electing some one else.

As to the nine members of the board of directors,
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there may arise a difference of opinion. It may be

claimed that it would be unwise to elect a full board

each year ;
that it would admit of bringing in an en-

tirely new body of men, who would not have the ex-

perience that those who had served upon the board

would have, and that it would be better to elect for

three years, thereby making it possible to bring in

only three new men each year. On the other hand,

that mode allows of the possibility of a ring being
formed in the board; or, if an inefficient member
has been elected, he can not well be got rid of under

three years. We believe the best method is to elect all

annually ; you can re-elect the good members and drop
those who have not been satisfactory, either in their

conduct of business or in inattention to their duties.

There can not be a change unless the owners of a ma-

jority of the shares outstanding desire it, and that is

not likely to occur unless there is good ground for the

change. The usual course is to continue from year to

year the board of directors with few changes. This

has been the practice in building and loan associa-

tions generally. We therefore recommend that the

by-laws prescribe for the annual election of all officers,

and that all officers shall hold office until removed or

their successors qualify.

Should it be determined to adopt a three years'

term of office for directors, then the by-laws should

provide for a casting of lots among the nine directors

elected at the organization, in order to determine who
should hold office for the term of one year, who for

two years, and who for three years ;
and provide that

at each annual election thereafter there shall be three

directors elected for the term of three years.
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The by-laws should also prescribe in what manner
a vacancy occurring in the board of directors or oth-

er officers shall be filled, until the next annual elec-

tion. This may be done by a special meeting of the

shareholders held for such purpose, or by the board of

directors. "We recommend the latter course as being
the simplest, and not involving the expense attending
the calling of a meeting. It is unnecessary to discuss

here the ordinary duties of the several officers. These

will be expressed in general terms in the by-laws. The
form which we give contains such provisions as we
deem proper. (See Appendix.)

Treasurer.

The treasurer must give bonds in such sum as the

board of directors prescribe. These bonds should be

twice the amount of any sum of money which it is

anticipated will be in his hands at any one time dur-

ing the year. We recommend at least two sureties,

and one at least should not be connected with the bank

where the treasurer deposits his money. The reason

of this last provision is, that in case the bank fails

both sureties will not be involved.

The president and secretary should sign the certifi-

cates of stock and all orders for money drawn upon
the treasurer. They should have no authority to issue

an order upon the treasurer, except in pursuance of an

order of the board of directors, except in the case of

loans
;
and as to these orders, the by-laws should pro-

vide that an order should not be issued until the

securities have been approved by the committee and

attorney who have to pass upon their sufficiency; and,
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in case of real-estate security, the mortgage has been

left with the county clerk for record.

The by-laws should provide that every order drawn

should be dated when drawn, and specify the purpose
for which made and the name of the payee.

The Secretary.

It is unnecessary to discuss here the duties of the

secretary in keeping the books of account or what

books he should keep. We refer the reader to the

ninth chapter, where the matter is fully treated.

At each stated monthly meeting of the board it is

desirable to have a report from the secretary showing
the number of shares outstanding, the number bor-

rowed upon, the receipts of the last meeting, and the

balance of cash on hand. A form for this report may
be made which can be used through the fiscal year.

Any member of the board desiring to keep fully in-

formed on the details from month to month, can do so

by having one of the forms for this report, and making
himself, or have the secretary make for him, the en-

tries from month to month. Many other items of in-

formation may be embodied in this monthly report.

It need not be entered in the minutes. Its object is to

give the members of the board full information from

month to month, and in such form thatv with experi-

ence, they will be enabled to so keep track of the de-

tails of the association that they can detect at once any

departure by the secretary, or treasurer, or president
from strict adherence to the by-laws. For a form for

such monthly report see Appendix.
The annual report of the secretary should be a full

and complete report of the transactions of the year,
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showing the total receipts in detail, so that the amount

received from each source of income will clearly ap-

pear, as well as the total disbursements, and the pur-

poses for which they were made. This report should

be printed, and distributed to stockholders before or at

the beginning of the annual meeting. For a form for

such report see Appendix.

Accompanying the report, the president may make

any review of the business of the year, and any sugges-

tions or recommendations which seem to him wise.

In this connection it is proper to refer to the manifest

importance of having a good secretary. He should be

a fair accountant at least, and thoroughly post himself

at the outset of his work. It is simple work to keep
the accounts if a proper system is adopted ;

but if an

inadequate system is adopted in the beginning it will

complicate and lead to tangles in after years that will

prove very annoying, involving much labor and vexa-

tion. He should comprehend fully the scheme upon
which the association is based, and be able to explain
it to others

;
he should at all times be affable, and

cheerfully explain, to all who ask him, questions about

the workings of the association. The details of the

work done are largely under his care. There must be

absolute accuracy in all his entries, and promptness in

doing his work. Under the law, only he and the treas-

urer can receive compensation for their services, and

usually the pay of the treasurer is nominal. The sec-

retary should receive a sum that pays him fairly for

the work done.

In many places where the old building and loan

associations have flourished, and are now flourishing,

one man will be secretary of two or more associations ;
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and under such arrangement he is able to devote his

entire time to their work. The same thing occurs

under the co-operative bank scheme of Massachusetts
;

and there is no objection, in cities that can maintain

several associations, to the same thing being done un-

der the recent law of New York, or wherever that

scheme may be adopted.

Finance Committee.

The nine members of the board of directors should

be divided into three finance committees, each commit-

tee serving for the term of four months. This com-

mittee will have charge of the receipts of dues, inter-

est, and fines, and must pass upon the sufficiency of

securities offered for loans. Its duties are important.

In the matter of receiving dues, etc., the by-laws should

give it the right to call upon the secretary and treas-

urer to aid them. In passing upon securities, it will

receive the assistance of the attorney; the duties of

the latter, however, being confined to the examination

of abstracts of title furnished by the borrowers from

the county clerk, the drawing of the bonds and mort-

gages, and, when the loan is finally passed, seeing that

the mortgages are at once recorded in the proper
clerk's office.

The detail of passing upon securities is as follows :

At the time the borrower bids off his loan, he should

describe upon suitable blanks, furnished by the asso-

ciation, the real estate offered as a security, or, in case

of a " stock loan," the shares of stock of the asso-

ciation. The loans proposed to be secured by stock

can be disposed of by the whole board at once if de-

sired. The secretary would be able to inform the
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board whether the borrower owned the stock which he

proposed as a security, and the withdrawal value of

the same
;
but if no one asked for an immediate con-

sideration of a stock loan, the descriptions of proposed
securities would be handed to the finance committee.

The by-laws should prescribe the time when the com-

mittee shall meet, following each stated meeting, to

pass upon securities. Before the time of such meeting

arrives, each member of the committee should examine

with care the real estate proposed, and appraise its fair

market value. In making this appraisal there should

be exercised great caution and intelligent judgment.
The following conditions should be carefully ascer-

tained and noted : Is the tendency of value of real

estate where the property is situated upward or down-

ward ? Is its present value speculative or substantial ?

Is it the result of a "
boom," or of an undue depres-

sion ? Is its particular location one where property is

liable to advance or decline in value ? Is it vacant, or

built upon ? If built upon, what is the character of the

buildings ? Are they well or cheaply constructed ?

And what is their rental value, and the class of ten-

ants which occupy them ? If not, are they to be occu-

pied by the borrower as a home ? And, lastly, what

are the antecedents and habits of the borrower, his

ability, and prospects of securing a steady income to

meet his dues and interest ? All these questions enter

into the examination of real estate offered as a security,

and should have weight in accepting or rejecting the

proposed security for a loan. Each member of the

committee having thus examined the property and

made his appraisal is prepared to vote intelligently

when assembled to pass on the loan.
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In determining whether the security offered for

the loan is sufficient, the question arises, What per-

centage of value shall be loaned ? Here two courses

are open under the law of New York. A maximum
limit may be fixed by the by-laws, as seventy-five per

cent
;
or it may be left wholly to the discretion of the

committee. My own conviction, arrived at after much

experience, is that the safest way is to leave the respon-

sibility wholly with the committee, the guiding rule

being that a sufficient margin should be required be-

tween the value and the amount loaned to make the

loan safe under all reasonable probabilities. There is

no way of escaping the fact that the association must

rely upon the good judgment and integrity of its com-

mittee. If the committee is corrupt or visionary as to

the value, no by-law can restrain or- guide it. To evade

the by-laws, when the percentage to be loaned is fixed,

it is only necessary to appraise the value sufficient to

bring the case within the letter of the by-law. It is

better to place the responsibility of making a good
loan squarely upon the committee, without any fetters

save those dictated by a sound judgment and a cau-

tious prudence. If the committee on consultation ap-

prove the security offered, then the attorney takes

charge of seeing that the title is good, and of the prep-

aration of the necessary papers to perfect the loan. The

by-laws may allow the attorney to make the abstract

of title or require the borrower to produce to the at-

torney an abstract from the county clerk which the

attorney shall examine and pass upon.
We prefer the latter course, under the laws of the

State of New York. If the attorney finds the title

satisfactory, he will prepare the bond and mortgage
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and have them executed, together with an assignment
of the shares of stock borrowed upon, and leave the

mortgage at the clerk's office for record. If any in-

surance is required by the terms of the mortgage,
this should be procured, whereupon the order for the

loan will be drawn and delivered to the borrower. All

securities, except the mortgage, should be passed by
the attorney at once to the secretary, who will obtain

the mortgage from the clerk's office as soon as re-

corded, make the proper entries in the security book,
and then turn over the same to the treasurer in whose

custody they will remain. The charges of the attor-

ney for his services must be paid by the borrower.

The amount may be left to his discretion, or the by-
laws may empower the board of directors to fix a

schedule of rates.

Meetings.

The by-laws should fix the times for all the regu-

lar meetings of the shareholders and of the board of

directors. The first annual meeting of the sharehold-

ers will naturally occur soon after the last stated

monthly meeting in the fiscal year, for the receipt of

dues, sufficient time being allowed after the monthly

meeting to permit the officers to get their books prop-

erly balanced up and the annual reports prepared.

In fixing the time of the monthly meeting for the

receipt of dues, etc., the question presented is, at what

time in the month will the wage earners as a general

rule be best able to pay their dues and interest?

"When do they usually receive their pay ? In railroad

centers the time should be fixed after the monthly

pay-day. Attention at the beginning to this question
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will often enable men to become shareholders who
would not if the monthly meeting was before "

pay-

day," and will prevent the trouble of amendments of

the by-laws to meet these conditions after the associa-

tion has been formed and begun operations. The
manner of calling special meetings of the shareholders

and of the board of directors will be provided in the

by-laws.
Withdrawals.

Section 7 of the general act of incorporation,

among other things, provides that,
" The withdrawing

shareholder shall be paid the amount of the withdraw-

ing value of his accumulations as determined under

the by-laws at the last distribution of profits before

the notice of withdrawal, together with all dues paid
since such distribution, and such interest on the value

of the shares at the time of the last distribution and

on the dues thereafter paid, as the by-laws shall deter-

mine."

From a reading of the section it will appear that it

makes full provisions as to the manner of giving no-

tice of withdrawal, and when the amount of the with-

drawal shall be paid. It is left to the by-laws to deter-

mine the manner in which the withdrawal value shall

be determined. The questions that arise for consid-

eration in forming the by-laws upon this subject may
be stated as follows :

1. Shall the withdrawing shareholder be allowed

all the profits that have accumulated upon arM been

added to his shares in the form of dividends, or, only
a part of such profits ?

2. If he is not to be allowed all the profits, what

part shall be retained ?
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3. If a part is retained, shall it be a uniform per-

centage, applying to all withdrawals regardless of the

age of the shares when withdrawn ?

4. Shall the part retained by the association be

arranged upon a plan whereby, as the share advances

toward maturity, a smaller percentage shall be re-

tained ?

5. If the latter course is adopted, shall the by-laws
fix the amount for each year that a series has run?

Or, Lastly : Shall the whole matter be devolved

upon the board of directors, for them to determine

the withdrawal value in each series, to remain in full

force until the next distribution and another declara-

tion of withdrawing values ?

If the withdrawing shareholder is allowed all the

profits which have been added to the dues paid into

the association, the by-laws would simply so declare,

and fix the rate of interest to be allowed upon the

value of the shares, as determined at the last distribu-

tion and upon the dues paid in since that time.

If the association should deem it wise to have the

association retain a uniform percentage of the profits

from the withdrawing shareholder, regardless of the

age when withdrawn, the by-laws would name the per-

centage to be retained, and determine the rate of in-

terest to be allowed as above since the last distribution

of profits.

If, however, it is deemed best to adjust the rate of

percentage retained according to the age of the series

when the share is withdrawn, allowing a larger share

of the profits as the share advances toward maturity,

and at the same time it is thought best to fix the rate

by the by-laws, the amount to be retained during each
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year of the progress of a share to its maturity must be

named, together with the rate of interest to be allowed

on the value of the share at the time of the last distri-

bution, and upon dues thereafter paid until the with-

drawal.

If, however, the whole matter of determining what

shall be paid upon withdrawals falls upon the board

of directors, then the times of declaring such with-

drawal value by the board should be appointed, to-

gether with any limitations as to rates of interest that

may seem desirable.

In the history of building and loan associations it

has been the usual custom to retain from the with-

drawing shareholder a part of the profits. We deem it

proper and prudent to do so. There is possibility of

loss upon loans that have been made while the with-

drawing shareholder was a member, after he has with-

drawn. If he takes out all the profits that have ac-

crued up to the last distribution before his withdrawal,

the remaining shareholders take the burden of all the

risks thereafter upon loans from which the withdraw-

ing shareholder has received his full share of profits.

For this reason it seems just to retain from the with-

drawing shareholder, a share of the accrued profits.

But we observe under the Massachusetts co-opera-

tive bank scheme that some of the associations, or

co-operative banks, as they are now called, allow to

the withdrawing shareholder all the accrued profits;

but the greater number retain one fourth
;
some re-

tain one tenth, while others grade the amount retained

according to the age of the share when withdrawn.

We believe it the wisest course to leave the whole sub-

ject to the board of directors. It is advisable beyond
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question, it seems to me, to encourage withdrawals in

series nearing maturity by allowing a larger percentage
of profits to be withdrawn.

When a large number of free shares remain in a

series at the time it matures, they call for a large

amount of money; and it will take so long to pay
them off that discontent is often produced among the

holders of the shares. It has always been the policy

of building and loan associations to encourage with-

drawals in series approaching maturity. When dis-

cretionary power is lodged in the board, they can

stimulate withdrawals from series wherein a large

number of free shares remain, by increasing the share

of profits allowed to be withdrawn. On the other

hand, it may be urged with force that when the per-

centage of profits allowed to be withdrawn is fixed in

the by-laws, all know from the outset just what share

they will be allowed on withdrawing. It is possible

that our bias in favor of leaving the subject of with-

drawal values with the board, to be fixed at each dis-

tribution, arises from the fact that such is the plan
under which the writer has had his practical experi-

ence. We should not quarrel with any one who dis-

agrees with us.

Fines and Entrance Fees.

In section 6 of the general act is the following :

" The association shall have power to impose and

collect a fine, not exceeding 10 per cent for each

month in arrears, for every dollar of dues or interest

which a shareholder shall refuse or neglect to pay at

the time it is due. They shall also have power to

charge an entrance fee of not exceeding twenty-five
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cents on every share of stock issued by the associa-

tion."

It is most desirable that all dues and interest should

be paid promptly at the designated time each month.

Promptness is a good business habit to cultivate. To
insure this promptness it is very beneficial to provide

for a money penalty in case of failure. In most cases

where there is a failure to pay at the appointed time

it is the result of forgetfulness. Now, there is nothing
that is so efficacious in overcoming forgetfulness as to

make it cost money. Hence it has been almost a uni-

versal feature in associations of this kind to attach a

fine to each failure to pay dues and interest at the time

fixed for such payment.
The association formed under the act in question,

by its laws determines the amount of the fine to the

maximum sum of 10 per cent. It can not fix a

larger sum, but it may a smaller. We believe 10 per

cent is none too large. Yet many associations place

it at a less per cent. An entrance fee may be placed

at a less sum than twenty-five cents a share, but in our

judgment twenty-five cents is the best sum. It helps

out in the necessary expenses of the association, and

is not felt by the shareholder. The same is true of

the transfer fee.

Annual and Semi-annual Series.

The general act allows a new series to be issued

annually or semi-annually. We prefer the annual

series. The only advantage of the semi-annual series

is that the new stockholder can come in at any time

without paying so much of back dues. But where

there is an annual series there will be no serious ob-
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stacle in that direction. The new series will be issued

at the first meeting after the annual distribution of

profits. It is simpler than the semi-annual series, and

that is most desirable.

We have now discussed quite at length matters in

which the general act allows of variations in the

scheme of associations formed under it, and which are

to be defined and regulated by the by-laws. It has

been our aim to aid in framing the by-laws. In the

form of by-laws found in the Appendix we have fol-

lowed the scheme which we deem wisest
;
but they

can be readily modified for any scheme allowed by the

general act. The three cardinal principles to be kept

always in view are safety, equality, and simplicity.

Adoption of By-laws and Election of Officers.

The committee appointed to frame the by-laws

being in readiness to report, a meeting of the incor-

porators should be called to adopt by-laws and elect

officers. It is wise to give a general notice of this

meeting, inviting all who may wish to learn about the

workings of the scheme to be present. The explana-
tions given by the committee in making their report,

and the discussions that are likely to arise, will aid

much i$ giving a clear idea to those in attendance of

the beneficent objects of the association, and may in-

duce many to become shareholders at the first meeting
for issuing stock. The by-laws will fix the first meet-

ing for issuing stock and paying dues. Sufficient time

should elapse between the meeting when officers are

elected and the meeting for issuing stock and paying

dues, to permit of the by-laws being printed. There
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should be adopted at the meeting for the election of

officers a form of seal for the association.

Passbooks and Certificates of Stock.

The certificates of stock should be nicely printed
on good paper, in two colors of ink, with such adorn-

ments as may be practicable where the printing is

done. As a suggestion for a form, see form in Ap-
pendix. They must be signed by the president and

secretary, and also bear the imprint of the seal of the

association. There will be issued to every shareholder

at the time he receives his stock a passbook. For

suggestion as to the form and manner of preparing

passbook, see Appendix.

10



CHAPTER VIII.

HOW TO ORGANIZE ASSOCIATIONS UNDER THE NEW
YORK ACT OF 1851, AND IN ANY STATE WHERE
THE LAW DOES NOT PROVIDE A DEFINITE

SCHEME.

THE act of 1851 is very general in its terms. It

is so broad that it will permit of the incorporation of

an association upon any scheme that has been or may
be devised for conducting the business of a building
and loan association, or an accumulating fund asso-

ciation.

Unless one is somewhat familiar with the character

of these associations he will not be able to form a cor-

rect impression respecting them by reading this law

for their incorporation. This is a defect common to

the laws of most of the States of the Union authoriz-

ing the incorporation of such associations.

Section 1 of the act of 1851 provides as follows :

Any number of persons, not less than nine, may associate

and form an incorporated company for the purpose of ac-

cumulating a fund for the purchase of real estate, the erection

of buildings, or the making of other improvements on lands,

or to pay off incumbrances thereon and removing incum-

brances therefrom
;
and for the further purpose of accumu-

lating a fund to be returned to its members who do not
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obtain advances as above mentioned, when the funds of such

association shall amount to a certain sum per share, to be

specified in the articles of association.

The second section provides what shall be con-

tained in the articles of association, and is as follows :

Such persons shall severally subscribe articles of associa-

tion, in which shall be set forth the name of the corporation,

the tune of its regular meetings, and how special meetings

may be called, and what shall constitute a quorum to trans-

act business at meetings ;
the qualification of members, and

how constituted
;
what officers, trustees, and attorney there

shall be, and how and when chosen, and their duties, and

how removed or suspended from office
;
the entrance fee of

new members and new shares, the monthly or weekly dues

per share, the redemption fee on shares on which advances

shall be made, and fees to be paid on the transfer of shares
;

the fines or penalties for non-payment of dues or fees, or

other violation of the articles of association
;
the manner of

redemption of shares by advances made thereon, the mort-

gaged security to be taken on such advances, and how the

same may be redeemed or changed ;
the manner of the trans-

fer or withdrawal of shares
;
the manner of investing funds

not required for advances on shares
;

the qualifications of

voters at meetings, and the mode of voting ;
the ultimate

amount to be paid to the owners of unredeemed shares
;
the

manner of altering or amending the articles of association,

and such other provisions as shall be necessary for the con-

venient and effective transaction of the business thereof ;

provided that the same shall not in any respect contravene

the Constitution or laws of this State.

The third section provides for the authentication

of the articles of the association when they are exe-

cuted, and where they should be filed, and reads as

follows :
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A true copy of such articles, signed by the officers of the

association, together with a statement showing when the

association was organized, and the place of the transaction

of its business, and the names of the officers and trustees at

the time of making of such statement, which shall be verified

by oath or affirmation before any officer authorized to take

affidavits, to be used in courts of justice, shall be filed in the

office of the clerk of the county in which such association

shall transact its business
;
and thereupon the persons who

have subscribed the articles of association as aforesaid, and

such other persons as shall become members of the associa-

tion, and their successors, shall be a body corporate by the

name specified in such articles of association, and shall pos-

sess the powers and privileges, and be subject to the provis-

ions of title third of chapter eighteen of the first part of

the Revised Statutes, so far as those provisions are consistent

with the provisions of this act, and they shall by their cor-

porate name be capable in law of purchasing, holding, and

conveying any real and personal estate whatever which may
be necessary to enable said company to carry on their opera-

tion named in such certificate.

The whole act, with the acts amendatory thereof,

will be found in the Appendix.
The first step in the work of organization is to

secure nine or more persons who will unite in the un-

dertaking. Whoever becomes interested in forming
such an association, and it will usually be one person
in the beginning, in casting about among his friends

to find others to join with him, should keep clearly in

mind the importance of securing good men to become

incorporates, men who stand well in the community,
and who will make good officers for the association.

It is not well to stop when nine are secured. There

ought to be a much larger number, and the larger the

number the better. Having secured as large a num.-
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her as is practicable, the next step is the meeting for

the adoption of the articles of association, and for the

election of officers. The drafting of these articles and

their adoption is a most important matter. The arti-

cles not only constitute the charter of the association,

but must outline the scheme upon which the business

of the association is to be conducted. It usually oc-

curs that the person who has been active in having
the association formed is more or less familiar with

the operation of these associations, and has a printed

copy of the articles of association of one of them. If

the incorporators wish to organize upon the same

scheme, these articles may be easily changed in the

matter of names, dates for meetings, etc., and then

adopted. If no such copy is at hand, it may be ob-

tained by writing to the secretary of some other asso-

ciation, and requesting a copy.

But by this method the faults in the scheme of one

association are often perpetuated in another. It has

been a common occurrence to adopt articles of associa-

tion which the incorporators did not understand, and

from want of proper information upon the subject

they were not competent to judge whether the pro-

visions contained in them were good or bad, or whether

they accurately outlined the scheme upon which they

wished the business of their association to be con-

ducted.

There are probably in the State of New York at

the present time not far from 270 associations in-

corporated under the act of 1851. An examination

of their articles of association will show an endless

variety in their language and their provisions. To

select the articles of association^eftprRt>JF#'*e them

UFI7IRSIT71
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as a precedent and stop at that would not be sufficient

for my purpose. It is my aim to give such informa-

tion upon the subject as will enable those forming an

association to frame articles that will be suitable to

the scheme upon which they desire to conduct their

business. To accomplish this there is no better way
than to give a precedent for the articles of association

or constitution, as they are sometimes termed, section

by section, and under each section explain the varia-

tions and the phraseology in the section necessary to

adapt it to the principal schemes upon which these

associations are conducted. In this way we shall hope
to accomplish better results than by placing precedents

in the Appendix, and discussing them here in a gen-

eral way. The beginning of the articles of association

is properly a preamble, and we so name it.

PREAMBLE.

We, whose names are hereto subscribed, under the pro-

visions of the laws of the State of New York, and especially

an act entitled ' ' An act for the incorporation of building,

mutual loan, and accumulating fund association," passed

April 10, 1851, and the acts amendatory thereof, do hereby
associate ourselves and form an incorporate association for

the purposes named in section 1 of said act, viz., for the pur-

pose of accumulating a fund for the purchase of real estate,

the erection of buildings, or the making of other improve-
ments on lands, or to pay off incumbrances thereon, or to aid

its members in acquiring real estate, making improvements

thereon, removing incumbrances therefrom, and for the

further purpose of accumulating a fund to be returned to its

members who do not obtain advances as above mentioned,

when the funds of such association shall amount to a certain

sum per share to be specified in the articles of association
;

and we do hereby adopt the following articles of association
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for the government of such association and the management
of its business.

An association organizing in any other State can

adopt this preamble by simply changing the name of

the State, and inserting, in lieu of the act therein

quoted, the title of the act under which the association

is to be formed, and the purposes for which the law

authorizes an association, to be created.

ARTICLE ONE.

NAME AND PLACE OF BUSINESS.

SECTION 1. The corporate name of this association shall

be "The Association," and its place of business at

,
in the State of New York.

Any name may be selected for the association which

suits the fancy of those engaged in organization. Care

should be taken not to adopt the name of any other

association already existing in the same State. It is

advisable to adopt as part of the name the name of

the place where the association is located.

ARTICLE TWO.

CAPITAL AND STOCK.

SECTION 1. The capital of this association shall consist of

the accumulated savings of its stockholders, paid in upon
stock, with the profits arising from the investment thereof to

be made as hereinafter provided.
SECTION 2. The matured value of shares of stock shall be

dollars. The stock shall be issued in yearly

series, and after a new series has begun to be issued, no stock

shall issue in a prior series. The total number of shares of

stock outstanding at any one time shall not exceed

thousand shares.
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The amount of the matured share may be any sum,
but for convenience it should be fixed at $50, $100,

$200, or $500. The series may be issued quarter-

yearly or semi-yearly. The limit of the number of

shares should be controlled by the matured value of

shares and the extent of business which the association

expects. With the matured value of shares at $200,

10,000 shares is a proper limit.

Who may become Stockholders.

SECTION 3. Any person, except as hereinafter limited, who
is acceptable to the board of directors, may become a stock-

holder, and thereby a member of the association by subscrib-

ing these articles of association, and taking one or more

shares of stock, and paying the entrance fees and dues there-

on, as hereinafter provided. Parents and guardians may
take and hold shares in the association as trustees in behalf

of their minor children or wards, provided the cost of such

shares be paid from the personal earnings of such minor

children or wards, or by gifts from persons other than their

male parents. Married women may take and hold shares in

the association, provided the cost of such shares be paid
from their personal earnings, the personal earnings of their

children voluntarily bestowed for such purpose, or from

property bequeathed or given to them by persons other than

their husbands. Such parents or guardians, as trustees for

their children or wards, shall be members of the association,

and entitled to all the rights thereof as though they owned
the stock personally, except as hereinafter limited. Upon a

minor child becoming of age, the stock so held for him shall

be transferred to him, and he shall become a member, and

the membership of his trustee, on account of such stock,

shall cease.

The above provisions in reference to parents,

guardians, and married women, and the sources from
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which payments made upon stock held by such classes

of persons must be derived, is substantially quoted
from section 6 of the act of 1851. Except for such

requirement of the law, we should not insert it. In

case of married women, the stock will be issued in

their name. In the case of a minor child or children,

it should be issued to
,
trustee for

,
the

name of the parent or guardian being put in the first

blank and the name of the child or children in the

second blank.

SECTION 4. A certificate of stock shall be issued to every

stockholder, signed by the president and secretary, and under

the seal of the association. Such certificate shall state the

number of shares it represents, and the number of the series

of stock in which it is issued. An entrance fee of

cents per share shall be paid to the association upon the

issuing of the certificate. Such certificate of stock may be

assigned by the owner thereof, or his duly authorized attorney

in the presence of the secretary or president of the associa-

tion
;
but such assignment shall be subject to all the rights

of the association in the stock assigned. The assignee, hav-

ing obtained the approval of the board of directors, may sign

the articles of association, and upon complying with the re-

quirements thereof shall become a member of the association.

The association, at their option, may take up the assigned

certificate and issue a new certificate to the assignee. For

every share assigned, there shall be paid to the association a

transfer fee of cents.

A proper sum for the entrance fee is twenty-five

cents per share, and for the transfer fee fifteen cents a

share.

Payments on Stock.

SECTION 5. All payments upon stock other than entrance

and transfer fees shall be known as ' ' dues. " Each stockholder
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shall pay upon each share of stock held by him, at or before

every meeting for the payment of dues, the sum of

,
until the share of stock has reached its matured value,

when the association shall pay the same to him, as herein-

after provided in these articles of association.

Whether the payments shall be weekly or monthly

depends upon the scheme adopted by the association,

and the amount to be paid at each meeting will be

largely influenced by the same consideration. It is

usual, where weekly payments are required, to make
the dues twenty-five cents, and when monthly, one

dollar. The matured value of the shares will also in-

fluence the amount required for dues at each meeting.
For convenience the dues should be twenty-five cents,

fifty cents, one dollar, etc.

Free Shares, Borrowed Shares, and Limit of Holding.

SECTION 6. Shares of stock upon which no loan has been

made shall be known as "free shares," while shares of stock

upon which loans have been made shall be known as "bor-

rowed shares." No stockholder shall hold more than

shares in any one series, except that he may, in addition

thereto, hold shares as trustee for a minor child or

children
;
but he shall not be allowed to vote upon such ad-

ditional shares held as trustee, and except further that the

board of directors may allow a borrower to hold ad-

ditional shares for the purpose of borrowing upon them.

But no stockholder shall hold more than borrowed

shares altogether.

Limiting the number of shares is to prevent a few

obtaining control. A safe limit is ten shares in each

series. The limit to be placed upon borrowed shares

should be controlled by the class of property upon
which the association expects to make loans.
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ARTICLE THREE.

OFFICERS : THEIR ELECTION AND DUTIES.

SECTION 1. The officers of this association shall be chosen

from among the stockholders, and shall be a president, vice-

president, secretary, treasurer, and nine directors, all of

whom shall constitute the board of directors of the associa-

tion. In addition thereto, the board of directors shall ap-

point a suitable attorney, who shall be subject to removal by
them without notice at any time. Said officers shall be

chosen annually at the annual meeting of the association in

each year ;
their election shall be by ballot, and each share

of stock not in arrears, except as limited by these articles of

association, shall be entitled to one vote. In case there

shall be a failure for any cause to elect officers at the regular

time appointed for the annual meeting, a special meeting of

the stockholders may thereafter be called for the purpose of

electing said officers. All officers shall continue in office

until their successors shall have been duly elected and quali-

fied.

Whether all the directors shall be elected annu-

ally or whether they shall be divided into classes and

one part of them elected annually is a matter upon
which the practice of associations differs. We have

given our views upon that question fully in Chapter

VII, and need not repeat them here. We think the

majority of associations allow one vote only for each

stockholder, regardless of the amount of stock held by
him. If the incorporators wish to follow this rule,

the above proposed section should be modified accord-

ingly. If the incorporators deem it advisable to have

the directors hold office longer than one year, the

above section should be modified to conform to the

scheme which they adopt.
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Suspension and Removal of Officers.

SECTION 2. The board of directors, by a two thirds vote

at a regular meeting, or a special meeting called therefor,

shall have power to suspend any officer of the association for

cause
; whereupon a special meeting of the stockholders of

the association shall be called, in the manner prescribed by
these articles, to consider such suspension. At the time of

calling such special meeting, notice thereof, with the charges
and specifications in writing against the offending officer,

shall be served upon him personally, or left at his last place
of residence. At such special meeting, or a meeting ad-

journed therefrom, the offending officer shall be reinstated

or removed by a majority vote of the stock represented at

such meeting.

In the event the association should adopt the mode
of allowing each shareholder to cast one vote instead

of voting upon his stock, the above should be changed
to read "

by a majority vote of the stockholders pres-

ent at such meeting."

Vacancies.

SECTION 3. In case of a vacancy occurring in any office

by the death, resignation, or removal of any officer, the

board of directors shall have power to fill such vacancy until

the next annual election, or until the stockholders shall hold

an election to fill such vacancy.

Duties of President.

SECTION 4. The president shall preside at all meetings of

the stockholders and of the board of directors, sign all cer-

tificates of stock and all orders properly drawn upon the

treasurer for the payment of appropriations of moneys, see

that each officer performs his duties and that the laws of the

association are enforced, and, when directed by the board of

directors, to duly execute discharges and acquittances of
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bonds and mortgages, and faithfully and impartially dis-

charge all the duties of his office.

In some associations the articles of association pro-

vide that the president shall discharge any bond or

mortgage, when entitled to be discharged, without

direction from the board of directors. We prefer the

course indicated above, which requires the board of

directors to direct the discharge before the president

has power in the matter. If the other course is pre-

ferred by those organizing the association in the place

of the clause above relating thereto, the following may
be used :

" And it shall be his duty to discharge any
bond or mortgage held by the association when the

same is entitled to be discharged."

Duties of Vice-President.

SECTION 5. In case of the absence or disability of the

president, the vice-president shall perform his duties. He
shall also perform the duties of president in all cases where

any proceedings are pending against the president for his

suspension or removal.

Duties of Treasurer.

SECTION 6. The treasurer shall be the custodian of all

funds, securities, contracts, and deeds belonging to the asso-

ciation, subject, however, to the direction of the board of di-

rectors. He shall receipt for all moneys paid to him, and pay
all orders or drafts upon him ordered by the board of directors

and signed by the president and attested by the secretary.

He shall keep suitable and accurate books of account of all

his transactions, subject to the direction of the board of di-

rectors as to the form and the manner of keeping the same,

and shall make a report of the finances of the association to

each regular meeting of the board of directors, which report
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shall be filed by the secretary. His books of account shall

be subject to the call and inspection of the board of directors

or any member thereof at any time, and shall be subject to

the inspection of any stockholder at all reasonable hours.

He shall give a bond with at least two sureties, one or more
of whom shall not be connected with the bank where he de-

posits the funds of the association, in an amount directed by
the board of directors, and in form and sufficiency of sureties

subject to their approval. At the expiration of his term of

office he shall deliver to his successor in office, within five

days after the qualification of such successor, all moneys,

books, and papers of the association in his possession ;
and

in case of his suspension and removal from office, he shall

deliver the same to the board of directors upon his removal

forthwith.

The above provision, requiring that one or more of

the sureties should not be connected with the bank

where the treasurer deposits the funds of the associa-

tion, may be omitted if the incorporators do not deem
it wise to require such a provision. It usually occurs

that in case of a failure of a bank that all persons con-

nected therewith become insolvent; and if all the

treasurer's sureties upon the bond were connected with

the bank, by a failure of the bank the bond would

become worthless.

Duties of Secretary.

SECTION 7. The secretary shall be present at all meetings
of the stockholders and board of directors in person, or have a

proxy from the board of directors, and keep correct minutes

of the proceedings, which shall be transcribed into a suitable

minute-book and read at the next meeting for the approval

of the board. He shall sign all certificates of stock and all

orders directed to be drawn by the board of directors upon
the treasurer, and receive the dues, fines, and interest and
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any other moneys coming to the association when so directed

by the board of directors, and receipt for the same, or assist

the board of directors or its committee in receiving and re-

ceipting for the same when so directed. He shall publish

and serve all notices and advertisements when directed or

required to be published or served
;
he shall keep an accurate

account of all moneys paid to the association
;
he shall keep

a true account between the association and the shareholders,

and give to the shareholders at all times any desired informa-

tion in relation to the financial affairs of the association
;
he

shall keep such books of account and in such manner and

form as the board of directors shall require. His books of

account shall be subject to the call and inspection of the

board of directors or any member thereof at any time, and

shall be subject to the inspection of any stockholder at all

reasonable hours. When so directed by the board of di-

rectors, he shall have an office, known as the office of the

association, and be in attendance thereat at such hours of the

day as they shall direct. All moneys received by him shall

be turned over by him to the treasurer within hours

after the receipt of the same. He shall make such reports to

the board of directors as they shall require from time to time
;

he shall make a detailed report of the business of the associa-

tion at each annual meeting and all other meetings of the

stockholders when requested so to do by any officer of the

association. He shall have charge of the correspondence of

the association, and shall deliver to his successor in office,

within five days after the qualification of such successor, all

books and papers in his possession belonging to the associa-

tion, and, in case of his removal from office, he shall deliver

the same to the board of directors forthwith.

In drafting the foregoing section we have endeav-

ored to make it applicable alike to an association which

has a regular office for the receipt of dues, interest,

and fines, and allows the stockholders to pay the same
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to the secretary at any time prior to the regular meet-

ing, as well as to associations which only permit dues,

interest, and fines to be paid at the time of the regular

meetings. In the latter case the secretary usually as-

sists the finance committee of the board of directors

in receiving and receipting for dues, etc. We believe

it right in all cases to leave the general control of the

whole matter to the board of directors.

Duties of Attorney.

SECTION 8. It shall be the duty of the attorney to make
abstracts of title, or examine the same when procured by the

borrower from the county clerk, of all real-estate which has

been offered to the association as security for loans and ap-

proved by the board of directors or its finance committee,

and, if satisfactory, to indorse his approval thereon. He
shall prepare all securities given to the association, and see

that all policies of fire insurance which are given to secure

loans are in proper form and with proper indorsements for

the security of the association. His charges for such services

shall be reasonable at all times, and subject to the direction

of the board of directors, and shall be paid by the borrower,

unless the board otherwise directs. He shall see that all

mortgages are properly entered for record before any ad-

vances are made thereon. He shall meet with the board of

directors as required, but shall have no vote. He shall re-

ceive no compensation for meeting with the board from the

association, except as they may direct.

The above clause, saying that the attorney shall

have no compensation for meeting with the board of

directors, except as they shall direct the same, is to

obviate any implied agreement to pay him what his

services are reasonably worth when he attends at their

request. Under the section as it stands the board will
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have to vote to give him the compensation therefor

before he would be entitled to any, although he should

attend at their request.

Finance Committee.

SECTION 9. The president shall appoint from the nine di-

rectors, during the year, three finance committees of three

members each, and each committee shall serve for the term of

four months. The appointments shall be so made that each

director shall serve upon one of said committees. Such

committee, except when the board of directors shall other-

wise direct, shall pass upon all securities offered to the asso-

ciation for loans, subject to the approval of the attorney as

to the title of real estate. They shall examine personally all

real estate upon which they shall pass, as to its sufficiency as

a security. They shall hold a meeting on the after

each regular meeting of the board of directors, for loaning

money, at m. o'clock. They shall audit all bills

against the association
; [they shall attend all regular meet-

ings for the receipt of dues, interest, fines, etc., and receive

and receipt for the same, and at the close of the meeting turn

the same over to the treasurer, and take his receipt therefor;]

they shall perform such duties proper for a finance com-

mittee, as the board of directors shall direct.

The clause above, inclosed in brackets, in reference

to the receipt of dues, etc., by the finance committee,

should be omitted when the association wishes to

adopt the scheme of having dues, interest, and fines,

received wholly by the secretary, when he has an office

for that purpose, or under any other arrangements

whereby the secretary is authorized to receive and

receipt for dues, etc., and in its stead there should be

a clause, in substance, as follows :
" The finance com-

mittee shall audit the accounts of the secretary quar-

11
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terly, and at such other times as the board of directors

may order."

Auditors of the Annual Report.

SECTION 10. The president, at the time of the last meeting
for the receipt of dues, etc., before the annual meeting,
shall appoint three stockholders who are not officers in the

association, who shall examine the books of account of the

treasurer and of the secretary, and the annual report pre-

pared by the secretary, and verify the same by an examina-

tion of the books of the secretary, and of the securities and

funds held by the treasurer, and if found to be correct, in-

dorse their approval thereon.

The object of this provision is to have a committee

appointed from the stockholders who have had noth-

ing to do with the management of the business during
the year, for the purpose of verifying the results shown

by the detailed annual report of the secretary.

ARTICLE FOUR.

MEETINGS OF THE ASSOCIATION.

SECTION 1. The annual meeting of the stockholders shall

be held on the day of in each year, at

o'clock in the evening.

In fixing the time for the annual meeting, suffi-

cient time should be allowed between the last meeting
for the receipt of dues, etc., and the loaning of money
in the fiscal year, to enable the secretary and treasurer

to write up their books, and for the secretary to pre-

pare his annual report and have it printed. It will be

found advisable in the long run to allow at least two

weeks for these purposes.
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Board Meetings.

SECTION 2. The board of directors or the finance commit-

tee shall hold a meeting on the day of
,
between

and o'clock in the evening, for the receipt of

dues, interest, and fines, and immediately following such

meeting the board of directors shall hold a meeting for offer-

ing the money of the association to borrowers, and for the

transaction of any other business of the association which

comes before the board of directors.

This section relating to the board or the com-

mittee for the receipt of dues, etc., offering money for

sale, and transacting other business of the association,

will vary greatly according to the scheme adopted by
the incorporators for conducting the business of the

association. If the scheme is adopted whereby dues,

etc., are paid to the secretary, then the meeting of the

board should not be held until the time is up within

which dues, interest, and fines, may be paid, and the

meeting of the board will be for the purpose of offer-

ing the money for sale, and transacting the regular

business of the association
; or, instead of the meeting

for this purpose at this time, the finance committee

may be authorized to offer the moneys to borrowers,

and the meeting of the board of directors be held at

some other time for the transaction of such business

as may come before them. Again, the section will be

modified as the scheme adopted calls for weekly or

monthly meetings. The section as given in blank

may be filled up either for weekly or for monthly

meetings.
Special Meetings of the Board.

SECTION 3. Special meetings of the board of directors may
be called by the president at any time upon twenty-four
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hours' notice. Such notice may be given orally by the presi-

dent or secretary, or by serving a written notice, stating the

object and time of the meeting, upon each director, or by

leaving the same at his residence, in the custody of some

person residing therein, of suitable age and discretion. The

president shall call a special meeting of the board of direct-

ors, when requested so to do by three members, in writing,

specifying the purpose for which they desire the meeting to

be called.

It may seem to some persons that the above pro-

vision for calling the special meeting of the board of

directors allows but a very short time; but in the

practical management of an association it will fre-

quently be found necessary for the board of directors

to come together to consider some matter upon short

notice, and if a longer time than twenty-four hours is

required, inconvenience at times will be caused.

Special Meetings of Stockholders.

SECTION 4. Special meetings of the stockholders may be

called by the president, and shall be called by him when-

ever requested by ten stockholders, in writing, specifying

the purpose for which they desire the meeting called. Five

days' notice of any special meeting for any purpose shall be

given by mailing, postage prepaid, to the post-office address

of every stockholder, as it appears upon the books of the

association, a written or printed notice, stating the time and

place, and the business to be brought before the association.

Quorums.

SECTION 5 stockholders shall constitute a quorum
at all meetings of the stockholders, and directors shall

shall constitute a quorum at all meetings of the board of

directors.
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The number to constitute a quorum should be in-

fluenced by the expectations as to the number of stock-

holders.

Post-office Address of Stockholders.

SECTION 6. At the time of signing the articles of associa-

tion, each stockholder and trustee shall write opposite his

name his post-office address, and shall notify in writing any

change made thereafter in his post-office address.

The object of this section is to make suitable pro-

vision for mailing any notices required to be given by
these articles of association.

ARTICLE FIVE.

LOANS : TO WHOM MADE.

SECTION 1. The funds of the association available for

loans shall be loaned only to its stockholders. Every stock-

holder who can give the required security shall have an equal

right with every other stockholder to such funds to an amount

not exceeding the matured value of the shares held and owned

by him. Loans shall be regarded as advances upon the ma-

tured value of the shares borrowed upon, and shall be made

only for the matured value of the shares, except, when neces-

sary to make out the sum the borrower desires, the frac-

tional parts of one fourth or one half of a share may be so

advanced.

Under the foregoing, if the matured value of shares

is $200, loans must be in the sum of $200 or a multi-

ple thereof
; except a borrower wanted $250, when one

share and a quarter could be loaned. The borrower

would have to own two shares of stock. If the matured

value was $100, he would have to own three shares, and

borrow upon two shares and one half of the third share.

The section as proposed limits all loans to stockhold-
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ers. In the event of an accumulation and no demand
for loans, there should be forced withdrawals, which

will be provided for under the head of withdrawals.

The Funds : How and when offered to Sorrowers.

SECTION 2. All funds available for loans shall be offered

to borrowers by the board of directors or their financial com-

mittee at an open meeting held immediately following the

regular meeting for the receipt of dues, etc., or at

such other regular and stated times as the board of directors

may direct
;
but in the event all of said funds shall not be

loaned at said stated meetings, the board of directors or their

finance committee may hold special meetings for the purpose
of offering such funds to borrowers.

The offering of the funds to borrowers may be de-

volved wholly upon the board of directors, in which

case the words " or their finance committee "
should

be stricken out wherever it occurs
; or it may be con-

fided wholly to the finance committee, in which case,

in place of " the board of directors or their finance com-

mittee," the words " the finance committee of the board

of directors
" should be substituted

;
or the conducting

of the sales may be given to the secretary, in which

case " the secretary
"

will be inserted instead of the
" board

"
or its

" finance committee."

Interest.

SECTION 3. Interest on all loans shall be at the rate of

per cent per annum, payable in installments at the

same time that dues are paid upon the stock borrowed upon.

While legal interest remains at six per cent, we
believe it best to make it the interest on loans. Fixing
it at a lower rate will only tend to increase the amount
of premium bid.
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Premiums.

SECTION 4. The right to borrow the funds, when two or

more stockholders desire the same at the times they are offered

to the borrowers, shall be decided by the bidding of a premium

per share
;
and the loan shall be awarded to the highest bid-

der, and the premium bid shall be deducted from the amount

loaned at the time the loan is paid over to the borrower.

The plan proposed in this section is the gross

plan, without the system of rebates. The borrower

gives his security for the amount borrowed. The pre-

mium is deducted from the sum loaned, and the bor-

rower thereafter has simply the interest on his loan

and dues on stock to pay. If the incorporators prefer

the installment premium plan, which is the most

common at present, the following should be adopted
in place of the above :

SECTION 4. The right to borrow the funds, when two or

more stockholders desire the same at the times they are offered

to borrowers, shall be determined by the bidding of a certain

sum per share, to be paid monthly in addition to the monthly
installment of interest during the continuance of the loan

;

and the loan shall be awarded to the highest bidder, and the

security given shall include the payment of such monthly
installment of premium.

In the event the incorporators should prefer the

interest premium plan, then the following should be

used, in the place of the foregoing sections 2 and 3.

Premium Interest Plan.

The right to borrow the funds when offered to borrowers

shall be decided by a bidding upon the rate of interest to be

paid per annum, payable in monthly installments, at the same

time the dues are paid upon the stock borrowed upon. The
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loan shall be awarded to the highest bidder, provided, how-

ever, that no bid shall be accepted for a less rate than ....

per cent per annum.

We have in preceding chapters fully discussed these

several premium plans, and expressed our convictions

as to the respective merits of each, hence we will not

discuss them now. We give no form for the gross

plan, with the system of rebates, for the reason that

we do not wish to be responsible in any degree for con-

tinuing a system so complex and so misleading.

Naming Security.

SECTION 5. The person or persons to whom a loan or loans

are awarded shall forthwith furnish to the board or their

committee a full description of the security or securities pro-

posed for the loan or loans.

The description of the securities proposed should

be passed at once to the committee charged with the

duty of passing upon their sufficiency. In place of
" the board or their committee " above named should

be inserted the precise officer or officers conducting
the sale as fixed in the prior section.

Rejected Security.

SECTION 6. The borrower shall pay interest on his loan from

the time the same is awarded to him at the sale of the funds.

In the event he fails to give satisfactory security, he shall

pay interest on the sum bid off until the first stated meeting
for the loaning of money after the rejection of his securities,

and his right to a loan under his bid shall be lost.

The borrower should pay interest as above provided,

for the reason that the funds must be set aside for

him at once upon awarding him a loan. In case the
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monthly installment premium plan is adopted, the

first line in the section should be amended so as to

read,
" The borrower shall pay interest and the monthly

(or weekly, as the case may be) installment of pre-

mium on his loan," etc. ;
and also amended below so as

to read,
" He shall pay interest and the install-

ment of premium on the sum bid off," etc. A provision

may also be incorporated in the above section provid-

ing that in case the loan is passed for a less sum
than bid off, and the borrower accepts such reduced

loan, he shall pay the interest and installments of pre-

mium, if any, upon the full amount bid off up to the

first stated meeting for the sales of money after the

acceptance of the loan. This latter provision has a

wholesome effect in restraining borrowers from over-

estimating the value of the real estate they offer as a

security.

ARTICLE SIX.

Security for Loans.

SECTION 1. The security for all loans shall be a bond in

the penal sum of twice the amount loaned, secured by a first

mortgage upon unincumbered real estate, accompanied by a

transfer and pledge to the association of the shares borrowed

upon and all accumulations that have or shall accrue thereon
;

or, in lieu of the mortgage, the borrower, or another, may
transfer and pledge to the association free shares, the with-

drawing value of which at the time of borrowing, added to

the withdrawing value of the shares borrowed upon, shall

exceed the amount loaned and the interest thereon for six

months. All bonds and mortgages given to the association

shall contain or refer to the conditions for the repayment of

loans and the interest thereon prescribed by these articles of

association.
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In case the installment premium plan is adopted
there should be added to the phrase

" and the interest

thereon," wherever it occurs, the words,
" and install-

ments of premium bid." If desired, a limit may be

placed upon the amount of the mortgage as related to

the appraised value of the mortgaged premises. To
do this, there would be inserted after the words " real

estate
"
in the second line, the words,

" for not exceed-

ing per cent of its appraised value as appraised

by the finance committee."

Payment of Loans.

SECTION 2. The borrower shall continue to pay to the asso-

ciation the installment of interest (and install-

ment of premium) until the shares borrowed upon shall reach

their matured value, unless the loan is otherwise paid be-

fore that time, when the association shall discharge the se-

curities and the borrower shall surrender the stock borrowed

upon. A borrower may repay a loan and all arrearages of

interest (and installments of premium) and fines thereon, or

one share thereof, at any stated meeting for the receipt of

dues, etc., or to the treasurer at any other time
;
but when

not made at said stated meeting he shall pay interest (and
installments of premium) up to the first regular meeting for

loaning money after such payment. He may pay the loan in

full, and thereby entitle him to have the shares borrowed

upon released from liability for the loan, or he may have the

withdrawal value of the shares applied as a part of the pay-

ment, and surrender his stock to the association, and have

his bond (with any mortgage accompanying it) discharged.

The board of directors shall direct the president and secre-

tary to execute a proper discharge of any security held by
the association, when for any cause it should be surrendered.

The blanks at the beginning of the section will be

filled out with the words "
weekly

"
or "

monthly," ac-
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cording as the scheme requires weekly or monthly

payments. The clause in the brackets will be omitted,

except when the installment plan of premium is

adopted, in which case the brackets will be removed.

Under this section the borrower may pay the whole

loan, or any share of the loan, at any time. If paid
between the stated meetings for the sales of money,
interest must be paid thereon up to such stated meet-

ing after the payment. Under this section, no officer

of the association will, on his own authority, have the

right to discharge the securities
;

it must be authorized

by the board of directors. We believe this to be the

safest course
;
but as we have remarked in the section

relating to the duties of president, some associations

empower the president to discharge without authority

from the board. The above section may be easily

modified to adapt it to such a course.

Default on Securities.

SECTION 3. "Whenever a borrower shall be months

in arrears in the payment of the dues upon the stock bor-

rowed upon and interest upon the loan (or installments of

premium bid) or either of them, the whole loan shall become

due at the option of the board of directors, and they may

proceed to enforce collection upon the securities held by the

association. The withdrawal value, at the time of the com-

mencement of the action, of all shares pledged as collateral

security for the loan shall be applied upon the loan and

arrearages of interest (installments of premium) and fines

thereon, and the shares shall be deemed surrendered to the

association.

The periods to be filled in the blanks left in the

foregoing section as to the time the default shall ex-

tend will be influenced by the scheme of the associa-
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tion as to whether it calls for weekly or monthly in-

stallments. It is usual to give six months in cases

where the installments are paid monthly, and three

months where the installments are paid weekly.

Purchase of Real Estate.

SECTION 4. The board of directors may purchase at any

public sale or at any private sale, when deemed advisable to

secure the association from loss, any real estate upon which

the association may hold a mortgage, judgment lien, or

other incumbrance, or in which it may have any interest
;

and may sell, convey, lease, or mortgage the same, or make

improvements thereon, as shall seem for the best interest of

the association. Upon the decease of a stockholder having
received a loan, his heirs, legatees, or legal representatives,

or the persons legally liable to pay the loan or the mortgage

given to secure the loan, may, upon subscribing to the arti-

cles of association and by-laws, succeed to all the rights of

the deceased in the association, subject to its rules and regu-
lations.

ARTICLE SEVEN.

Fines.

SECTION 1. Whenever any stockholder shall make default

in the payment of his dues or interest (or installments of

premium) at any regular meeting or time for the payment of

the same, when due, he shall pay a fine of per cent

on the sum defaulted, and shall continue to pay such fine for

every said meeting or time while such default continues.

The provisions of this section are intended to be

broad enough to apply to an association which adopts
the plan of having dues paid to a single officer at

stated times, as well as when the board of directors, or

its finance committee, hold stated meetings, weekly or
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monthly, for the receipt of dues, etc. It imposes the

fine for each default. To illustrate, suppose the

scheme be one requiring monthly dues, and the stock-

holder makes default in the payment of his dues, etc.,

for May, and makes no payment in June, he will be

fined for his June payments and also on his May pay-

ment still unpaid, and so on until he shall pay up. As

to the amount of the fine, there is much diversity in

the practice of associations. We believe in making it

10 per cent. It should be large enough to insure

prompt payment.

Forfeitures.

SECTION 2. In the event any stockholder holding free

shares shall be six months in arrears, at any time, for dues

thereon, the secretary shall serve upon him personally a no-

tice showing said stockholder's arrearages upon said free

shares, and requiring him to pay said arrearages within sixty

days from the service of notice, or his said shares, and all

dues previously paid thereon, will be forfeited to said asso-

ciation
;
and in the event a personal service of said notice

can not be made, a publication thereof in a daily or weekly

newspaper, published in the of
,
once in each

week, for six successive weeks, shall be deemed equivalent
to a personal service, and the sixty days within which said

defaulting stockholder may pay up his arrearages in case of

service by publication, shall commence on the day of the last

publication; and in the event such defaulting stockholder

shall not pay up the arrearages aforesaid within the sixty

days aforesaid, the board of directors, at any regular meeting

thereof, by a majority vote, may declare such defaulting
stockholder's free shares forfeited to said association, and
all moneys previously paid thereon, and thereupon he shall

cease to be a member of said association for any purpose
whatever.
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This section is framed to meet the requirements of

section 4 of the act of 1851. In framing articles of

association under any other act in the State of New
York or elsewhere, it would be necessary for the incor-

porators to refer to the act under which they were in-

corporated, and determine whether there was any pro-
vision in the act limiting the power of forfeiture.

If the general act contained no limitations upon the

power of the association in declaring stock forfeited

upon which default has been made in the payment of

dues thereon, then a section might be drawn to take

the place of the above, in language substantially as

follows :
" The board of directors shall have power, in

the case of a stockholder months in arrears in

payment of his dues, to declare his stock forfeited

and all moneys due thereon from the association, in the

event he shall not pay the same within days after

a notice of the amount of his arrears has been duly
served upon him personally, or left at his place of

residence, as shown by the books of the association,

with some person of suitable age and discretion by the

secretary of the association ;
and if no person of suit-

able age and discretion can be found at said residence,

then by affixing said notice to the front door thereof
;

but this section shall not apply in case default in pay-

ment has arisen by reason of the death of the default-

ing stockholder."

ARTICLE EIGHT.

DISTRIBUTION OF PROFITS AND LOSSES.

SECTION 1. Profits and losses shall be distributed at least

annually, and always before issuing a new series of stock.

Profits shall be distributed in the form of a dividend added
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to the value of each share outstanding which has not ma-

tured. The dividend thus added to each share shall bear

the same rate of percentage to the value of the share that

the total net profits to be distributed bear to the total

value of all the shares to which the distribution is made.

In ascertaining the total net profits to be thus distributed,

which have accrued since the last distribution, any losses

sustained during that time shall be deducted from the gross

profits. In the event the losses sustained shall exceed the

profits, then the profits shall be deducted from the gross

loss, and the net loss shall be assessed upon each share of

stock outstanding upon the same principle above given for

adding dividends, and the sum assessed upon each share shall

be subtracted therefrom.

Matured stock shall not share in dividends or be liable

for losses, but, instead thereof, each matured share, from

the time of its maturity until paid off, shall draw interest

at the rate of per cent per annum, to be paid when
the stock is paid.

This system of distributing profits and losses is

simple, just, and equitable. It treats all stockholders

as partners, and each partner receives profits in pro-

portion to the capital which he has in the association,

and treats as part of such capital all dividends made

to him. We have, in Chapter III, discussed the

manner of declaring the dividend. We give an illus-

tration in Chapter IX. It should be clearly borne

in mind that premiums not yet paid are not profits.

Nothing should be counted as profits in declaring

dividends which has not been actually paid in. In

those associations that have already adopted, or should

foolishly, as it seems to me, hereafter adopt the

gross plan of premium with a system of rebates,

whereby the borrower is allowed a rebate of one eighth
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or one ninth or one tenth upon the premium for each

full year of the time remaining in which it is assumed

it will take the stock to mature upon which the loan

is made, in case he shall repay his loan, in ascertaining
the amount of profits to distribute, loans should not be

reckoned at their face value, but only at the sum the

association would receive if paid off at that time in

fact, their present value. Upon this rock many asso-

ciations have come to grief. While they had as a part
of their scheme the rebate system, they have reckoned

their loans outstanding in computing assets at their

face value, or apparent value
;
whereas their real value

was the sum which would pay them off at the time

the dividend was declared. Matured stock should

not be allowed dividends. They are awaiting pay-

ment, and the rate of interest allowed should be low.

We suggest three per cent. Matured stock should be

paid off as rapidly as the association has funds appli-

cable to such purpose.

ARTICLE NINE.

WITHDRAWALS, AND HOW COMPUTED.

This is an important matter, and one in which in

practice great diversity exists. It involves two distinct

questions : 1. As to what percentage of the profits

which have been added to the stock shall the associ-

ation retain from the withdrawing stockholder? 2.

Shall it be determined and fixed by the articles of

association, or shall the power of determining the same

from time to time be lodged in the board of directors ?

We will give a form of a proper article for either

course
;
and first we give the form of an article which

fixes definitely the share returned. It can be adapted
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to any rate per cent by simply changing the rate per
cent we have used.

SECTION 1. Any stockholder owning free shares may with-

draw the same, upon filing a written notice of his intention so

to do with the secretary, and at the next meeting of the

board of directors they shall direct orders upon the treasurer

to be drawn to pay such stockholders desiring to withdraw,

according to the priority in the filing of such notices, as

soon as there are funds applicable to the payment of with-

drawing stockholders under the provisions of these articles

of association. Such withdrawing stockholder shall re-

ceive, less any fines he may owe, during the first six months

the series has run in which the stock withdrawn was issued,

the amount of dues paid thereon, and during the last six

months of the first year he shall receive the dues paid thereon

and interest at the rate of four per cent per annum
;
and

after the first year and until the close of the sixth year in

the age of the series in which the stock withdrawn was

issued, he shall receive the dues paid thereon, and seventy-

five per cent of the profits which have been added to said

shares in dividends up to and including the last distribution

of profits and losses before such withdrawal, together with

four per cent interest thereon from the last distribution, to

which shall be added also dues paid since such distribution

and four per cent interest thereon. During the seventh year

of the series of stock, he shall receive eighty per cent of the

profits, instead of seventy-five as above ; during the eighth

year, eighty-five per cent ; during the ninth year, ninety per
cent

;
and during the tenth year and until the series mature,

ninety-five per cent.

We believe the rates given above are just and

equitable. In the event, however, that a "
guarantee

fund" should be created and carried, then a larger

percentage of the profits might be given to the with-

drawing stockholder. The reasons for increasing the

12
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percentage as the stock approaches maturity is to

stimulate withdrawals, in order that when a series

matures there shall not be a large number of free

shares remaining. The following is a form in which

the power of determining the withdrawal value is

lodged with the board of directors within certain lim-

itations. That portion of the foregoing form preced-

ing the first period will be used with it :

The board of directors, at each meeting held for making
and declaring a distribution of profits and losses, shall also

determine the withdrawal value of the shares of stock until

the next distribution of profits and losses. In determining
such withdrawal value, they shall allow to all shares of stock

over two years of age, in addition to the dues paid thereon,

less any fines unpaid, seventy per cent of the profits which

have accrued and been added to the value of the shares, and

as much more as to them shall seem wise. They shall have

discretionary power to make the percentage of profits with-

drawn uniform upon all such shares, or increase the same

as the shares increase in age. In the case of shares not over

two years of age at the time of determining the withdrawal

value, they shall allow, in lieu of a percentage of profits, in-

terest upon the dues paid in at a rate of not less than four

per cent per annum. Upon all withdrawals made until the

next distribution of profits and losses, in addition to such

withdrawal value, interest shall be paid upon such withdrawal

value of the shares, and upon all dues paid subsequent to

such declaration of withdrawal values, together with such

dues, at the rate of four per cent per annum.

These sections assume the matured value of shares

to be $200, and monthly dues $1. If the matured

value is placed at a less sum, and dues at $1 a month,
or twenty-five cents a week, the times specified, the

sections should be shortened to correspond.
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ARTICLE TEN.

THE DIVISION TO BE MADE IN THE APPLICATION OP THE

FUNDS OF THE ASSOCIATION.

SECTION 1. The division of the moneys received by the

association between the borrowers, withdrawing shareholders,

and matured stock, shall be made as follows : When the

association shall not have outstanding any matured stock,

one half of the receipts from dues, interest, and fines at every

stated meeting shall be offered to borrowers, and withdraw-

ing shareholders shall be entitled to the other half. In the

event notices of withdrawals have not been filed sufficient to

take said one half, the remainder thereof shall be also offered

to borrowers. In case there should not be borrowers, and

there should be a demand for more than one half by with-

drawing stockholders, any sum remaining, after meeting the

demands of borrowers, may be applied to withdrawals. And
in the event of the association having matured stock unpaid,
then one third shall be applicable to matured stock, one third

to borrowers, and one third to withdrawals. In case there

shall not be demand by borrowers for the one third set aside

for them, the same shall be applied to the payment of ma-

tured stock, or such balance as remains after the applications

of borrowers have been filled. Any moneys received by the

association from the repayment of the principal of a loan

shall be added to the share set aside for borrowers, if there

be demand for the same. If not, they shall be applied in the

same manner as provided above for dues, interest, and fines.

If at any time there shall be an accumulation of the funds in

the treasury of the association for which there is no demand

by borrowers, matured stock, or withdrawals, and no pros-

pect of a demand in the immediate future, the board of di-

rectors may, in their discretion, under rules made by them,

compel the withdrawal of free shares in any series at any time

after four years from the date of their issue, provided that

the shareholders whose shares are to be thus withdrawn com-
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pulsorily shall be determined by lot, and that they shall be

paid all dues paid thereon and all profits which have been

added to their shares, less any fines and proportionate part
of any loss sustained since the last distribution. Whenever
a series of stock shall mature, the holders thereof shall re-

spectively file with the secretary a notice asking for the pay-
ment of the same, and specifying the amount due, and such

stock shall be paid in the order of the priority of the filing

of such notices.

The foregoing article is intended to relieve all con-

flict that might arise between the three classes of per-

sons, viz., holders of matured stock, borrowers, and

stockholders desiring to withdraw, in relation to the

application of the funds of the association. It also

provides a regulation for the payment of matured

stock. The stockholder, during the years that his

stock is maturing, understands that at its maturity he

can not receive his money, except as there are funds

applicable to the payment of matured stock, and hence

he will not be disappointed if his stock is not paid at

once upon its arriving at maturity. The provision

with reference to compelling withdrawals provides a

safeguard against an accumulation of funds in the

association which shall remain uninvested. An occa-

sion will seldom arise for using this provision in the

articles, but it is wise for such power to be given to

the board of directors.

ARTICLE ELEVEN.

Compensation of Officers.

SECTION 1. No officer of this association shall receive

compensation for services rendered, except the attorney, as

before provided, and the treasurer and the secretary, unless

the stockholders of the association, at an annual meeting, or
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a special meeting, shall authorize the payment of such com-

pensation, and fix the amount thereof. The board of di-

rectors shall annually determine the compensation to be paid
the secretary and the treasurer.

In nearly all associations of this character the only
officers who receive compensation are the secretary and

the treasurer, and the salaries paid to them are not

large for the amount of services performed. Some
associations allow compensation for president; some

also provide for the payment of compensation to the

committee which passes upon the sufficiency of loans,

and charge the amount thereof to the borrowers. This

section may be amended, as given above, to suit the

incorporators of the association in that particular.

Incurring of Expenses.

SECTION 2. No officer of the association shall make or

incur any expenses on behalf of the association unless duly
authorized so to do by the board of directors.

By-Laws.

SECTION 3. The board of directors may enact by-laws for

conducting the business of the association not in conflict with

these articles of association or the laws of the State.

ARTICLE TWELVE.

AMENDMENTS TO THESE ARTICLES OF ASSOCIATION.

SECTION 1. These articles of association may be amended

at any annual meeting of the stockholders, or at any special

meeting called for that purpose, by a two-thirds vote of the

stock represented at such meeting ;
or they may be amended

by a majority vote, provided the proposed amendments have

been duly mailed to each stockholder one month preceding
such meeting.
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If the system adopted by the association is one

vote for a stockholder, then the above section should

read " stockholders
"

instead of " the stock repre-
sented."

It is impossible to frame articles of association that

will answer the purpose of all associations that may
be formed under the act of 1851

; but, in framing the

foregoing, we have attempted to adapt them to all the

ordinary schemes upon which the true building and

loan association may be conducted. We have no doubt

that imperfections may be found in them, but we be-

lieve they will furnish a safe guide to all incorporators

of associations of this class not only in the State of

New York, but in every State in the Union, except
as the powers of the corporation may be limited

by the general act for the incorporation of this class

of associations in the respective States, and that

the changes to be made in them to adapt them to

the laws of any State in the Union will be very few

indeed.

Signing the Articles of Association.

After the articles of association have been adopted,

they should be subscribed by all who have united in

the formation of the society. In cases where a com-

pleted draft or printed copy of such articles of associ-

ation have been presented to the meeting and have

been adopted without material changes, such signing

may be proceeded with at once
;
but in case changes

have been made which will require a new copy to be

made before they are in clean shape for signing, an

adjournment of the meeting will be had to some fut-

ure time to allow such draft to be prepared. Where



ORGANIZING UNDER NEW YORK ACT OF 1851. 175

an adjournment is had for the reason above stated, or

for any other reason, two courses may be pursued.

One is to have the articles of association ingrossed in

a book which shall be known as the " Articles of Asso-

ciation Book," and at the adjourned meeting those

who have united in forming the association can

subscribe the articles of association in the book
;
and

all other persons thereafter uniting with the associa-

tion subscribe the same in the same book. All, in

addition to their names, should give their post-office

addresses.

The other course that may be pursued is to have

the articles of association printed in form for distri-

bution among the members, and to be bound in the

pass-books which will be issued to each member

when he commences paying dues upon his stock.

This course will allow the printed copy to be pasted

in the book for members to subscribe instead of

the written copy. It will also provide for the copy
which is to be filed in the county clerk's office as

hereafter described.

Election of Officers.

In the event the articles of association adopted are

in such condition that they may be subscribed at once,

the election of officers should be proceeded with. If,

however, the meeting adjourns to allow the articles of

association to be ingrossed or to be printed, the elec-

tion of officers should be delayed until the adjourned

meeting. At such other time as they are elected, the

proceedings for their election will be controlled by the

provisions adopted in the articles of association except

in the following particular : If the articles of associ-
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ation should provide that each shareholder shall be en-

titled to as many votes as he holds shares of stock,

that provision will not be applicable at the first meet-

ing for the election of officers, for the reason that no

shares of stock have yet been issued
;
and each person

uniting in the formation of the association, and who
has subscribed the articles of association, will be sim-

ply entitled to one vote, the same as though the arti-

cles of association provided that in all meetings of

the association each shareholder shall be entitled to

one vote regardless of the number of shares owned by
him.

Filing the Articles of Association.

As we have already seen by section 3 of the act

of 1851, a copy of the articles of association, signed by
the officers of the association, together with a state-

ment showing when the association was formed
;
the

place of the transaction of its business, and the names

of its officers and directors at the time of making said

statement, duly verified, must be filed in the office of

the clerk of the county where the association is to

transact its business. The following is the proper
form for such statement :

To all whom it may concern:

We, the undersigned, do hereby state and certify that the

foregoing is a true copy of the articles of association adopted

by the association of the of the State of New
York. That such association was organized and such articles

of association adopted on the day of
,
18. . That

the place where said association will conduct its busi-

ness is the in the county of
,
in the State of New

York. That the following are the names of the officers and
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directors or trustees of the said association at this time, to

wit :
,
President

; ,
Vice-President ;

,
Treasurer

; , Secretary.

directors or trustees.

This statement should immediately follow the copy
of the articles of association, and should be signed by
each of the officers with their official titles. Im-

mediately following the same should be an affidavit

made by the president, or any other officer, as follows :

State of New York, )

County of
, j

*

,
President of the Association of the

county of
,
in the State of New York, being duly

sworn, says that he is the President of the Associa-

tion of the county of
,
in the State of New York

;

that the foregoing is a true copy of the articles of associa-

tion of said association, and that the foregoing statement, in

all respects, correctly states the date of the organization of

the said association, the place where the business thereof is

to be transacted, and the names of the officers, directors, or

trustees thereof at this date, and that the names of the officers

and trustees above signed to said copy of the articles of asso-

ciation and the statement of facts immediately following the

same are the officers and directors or trustees of said associa-

tion at this time, and that such statement is made and signed
as above, in conformity to section 3 of the act of 1851, in

Chapter 122, entitled " An act for the incorporation of Build-

ing, Mutual Loan, and Accumulating Fund Associations," for

the purpose of effecting the incorporation of such association

as by said section provided. Sworn to before me this

day of
,
188..
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When the instrument is completed it will contain,

first, a true copy of the articles of association
; next,

the statement when the association was organized, the

place where its business is to be transacted, and the

names of its officers and directors or trustees
; next,

the signatures of the officers of the association
;
and

lastly, the affidavit.

The copy used for making this instrument for fil-

ing may be a printed copy, in case the articles of

association are printed. When completed, the same

should be filed in the county clerk's office, where the

association is located. With the filing of this instru-

ment, the incorporation is completed.



CHAPTER IX.

HOW TO KEEP ACCOUNTS.

THE keeping of accounts seems a very simple mat-

ter when an association is first organized ;
but after a

few years' experience many vexatious difficulties will

be met unless a proper system is adopted at the begin-

ning. Begin right and the future is easy; start

wrong, and the success of the association may be en-

dangered. Under a wrong system there may appear

to be a greater surplus to be distributed than in fact

exists. Many associations in the past, working under

the gross system with a system of rebates on the re-

payment of loans, have fallen into the error of treating

as assets the face value of all securities held, without

deducting the premium bid on the loan that would be

deducted from the face value in case of repayment of

the loan.

The system adopted should be as simple as possible

and secure accuracy ;
but it will be found quite impos-

sible to secure the desired accuracy unless the system

involves double entry. There can be no excellence

without labor. A set of account-books that will reveal

at all times with unerring accuracy the actual condi-

tion of the association, is a source of pride to the

secretary who has kept them, and inspires conn-
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dence in the shareholders in the wisdom of the man-

agement.
We can not enter upon an extended discussion of

book-keeping, but the purpose we have in view in this

work would be incomplete if we did not outline a suit-

able system of book-keeping. The system given in

this chapter has been in actual operation for many
years in one of the most successful associations in this

country. The able secretary, James N. Ward, Esq., of

Elmira, New York, a lawyer as well as an expert ac-

countant, has written out for us the system in use by

him, many features of which have been of his own

origination, and whatever merit this system contains

is due largely to him. We fully approve of it and

assert that any secretary who adopts it will sooner or

later thank us for outlining the system for him.

The outline given assumes the matured value of a

share at $200 ; monthly dues of one dollar
;
interest

at 6 per cent per annum ;
fines for default of payment

of dues and interest, 10 per cent of amount defaulted

each month
;
entrance fee twenty-five cents per share ;

transfer fee ten cents a share
;
stock issued in series.

The plan of book-keeping given can be readily modi-

fied as to details, so as to adapt it to any changes
from the typical scheme adopted. The remainder

of this chapter is substantially in the language of

Mr. Ward.

A treatise on book-keeping is not within the pur-

view of a work of this kind
;
but for the assistance of

the new secretary and treasurer, forms are here given

which have been used for several years by the Che-

mung Valley Mutual Loan Association, of Elmira,

New York, and have been fully proved by experience.
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Specimen entries for each book are given in the forms.

To keep a ledger-account with every member of an

association, such as would show in dollars and cents the

amount of dues paid by him and the dividends on his

shares, would involve a vast amount of labor and con-

sequent expense. The same information can be other-

wise obtained with equal accuracy and much less labor

and expense. Every share of stock is of precisely the

same value in the same series. The main set of books

will show the value of one share in each series
;
there-

fore, an auxiliary set of stock-books showing the series

in which, and the number of shares in a series held by
each member, gives all the necessary data with which

to find the value of the shares of each individual

member.

The simple multiplication of the value of one share

by the number of shares in the series held by the indi-

vidual member gives the desired information.

The secretary's main set of books consist of a dues,

interest, and fines book
;
cash-received book

; journal

day-book ; ledger and transfer book.

The secretary's auxiliary books consist of a stock

journal day-book ;
stock ledger, with index giving the

address of each member
;
stock trial-balance book

;
se-

curity register ;
and book containing by-laws, to be sub-

scribed by members on joining the association
;
index

and trial-balance book for main ledger ; and inventory
book.

For the purpose of these forms, it will be assumed
that dues and interest are to be paid monthly. In

associations where payments are to be made weekly or

otherwise, the necessary modifications of the forms

here given can readily be made. Notwithstanding the
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first act of a new association after it is organized is to

receive members and issue certificates of stock, yet it

would seem that the most logical order in which to

consider the books is to begin with the dues, interest,

and fines book. This book is really a blotter for the

main set of books, as will appear from examination of

the accompanying form.

The foregoing is the " W "
page of the dues, interest,

and fines book, and gives all of the various entries

which can properly come upon that book. The en-

tries in this book are made by the secretary at the

meeting as he stands beside the treasurer or member
of committee when the money is paid in. The treas-

urer or other officer receives the money, announces the

name of the member paying and the sum paid, and

the secretary puts it down. The book contains a page
or more for each letter of the alphabet, and is cut in

at the margin and lettered like an index. The col-

umns are so headed as to explain themselves, unless it

be the left-hand columns. The column headed
" Shares

"
contains the number of shares of non-ma-

tured stock which each member holds set opposite to

the respective members' names.

The column headed "Int." gives the number of

shares borrowed on, and, where the stock and interest

and payments conform to the plan announced in the

preceding remarks, the sum of the shares held and

shares borrowed on, gives the sum in dollars which is

to be paid monthly by the shareholder. It will be

found convenient to minute under the month in which

it occurs any change in the status of a member's

shares. For example, in the beginning of the fiscal

year
"
April

" Samuel Wheeler has ten shares of stock,
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and has borrowed on five of them. This is shown in

the April "due" column " 6

/{ 5"; in July he paid

his loan which is minuted " Pd. L." Lucy Williams

has ten shares
;
in June she borrows on ten shares

;

this is shown by the entry
" l LQ

" In April Joseph

Wrigley paid five months' dues four months' in ad-

vance. This is shown by the entry
" Pd. April

"
in

the "due" columns of the four subsequent months.

This form, when preparing such a book or blotter,

should be enlarged so as to include the twelve months
of a fiscal year, if series are issued yearly.

These memoranda are useful only in checking for

errors and to prove accuracy.

The next book in rotation is shown by the follow-

ing form, and may be properly styled the cash-received

book.

The entries in the cash- received book are made
from the dues, interest, and fines book, and also from

the memorandum made by the secretary at the meet-

ing of other payments received which do not properly

belong in that book.

For the purpose of illustrating more fully, the

July column of the dues, interest, and fines book, or

blotter, before given, is carried into this book. By a

comparison of the entries of the forms of the two

books, the uses and purposes of the cash-received

book will be apparent. The first money column

shows the amount of dues paid, the second the amount

of interest paid, the third the amount of fines paid,

the fourth the amount of entrance fees paid (this col-

umn is used only when new shares have been issued

to a member), and the fifth money column gives the
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CASH-RECEIVED

BOOK.

Cash

received

July

28,

1888.
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total payment and is the sum of the entries in all of

the other columns. The sum set down in the " total
"

column is also the same sum that is set down in the
"
paid

" column of the same month of the dues, inter-

est, and fines book opposite the name of the member.

The totals of the first, second, third, and fourth columns

added together must agree with the footing of the

fifth or " total
" column. After making and compar-

ing the footings of the columns as shown in the form,
the entries are made of the items on the memorandum
before mentioned made by the secretary at the meet-"

ing. Eeferring to the preceding form, the first entry
after the recapitulation shows that Samuel Wheeler,
in addition to paying his dues and interest, paid

$1,000, the amount of his loan. The next entry
shows that John D. Williams, in addition to paying
his dues and interest, paid $50 on account, to be accu-

mulated with like payments, until combined, they
will equal and cancel $200 (one share) of his loan,

and thereby reduce his interest payment one dollar

per month.

If the posting to the ledger is done directly from

the cash-received book, without the intervention of the

journal,
" DUES " account is credited with the monthly

total of the " dues
"
column,

" INTEREST " account is

credited with the monthly total of the " interest
"

col-

umn,
" FINES " account is credited with the monthly to-

tal of the "fines" column, "ENTRANCE FEES" account

is credited with the monthly total of the " entrance

fees
"

column,
" LOANS " account is credited with the

monthly total of the loans repaid, any member is cred-

ited with the excess of his payment over the amount

due from him for dues, interest and fines (no account
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is kept on the general ledger with members to show

the amount of dues, interest, fines, or entrance fees

paid), and the "TREASURER'S" account is charged with

the sum total of the credits enumerated. In the event

the scheme of the association as to premiums is the

installment plan, there should be an additional col-

umn for premium paid. Under the gross plan, the

premiums are paid in fact at the time the loan is per-

fected and the order given, the amount of the premium
being deducted from the face of the loan. The entry
for the premium may then be made in the journal

day-book, according to the entry of the loan to John
D. Williams, as shown in the third entry of the form

of that book following.

The journal day-book is the next in order, and its

form and use are familiar to all double-entry book-

keepers. It is given here, however, perhaps unneces-

sarily, for the double purpose of making a complete
and continuous set of forms, and to give a com-

plete sample of the entries in loan association book-

keeping.

Explanations so far as necessary will be placed
under the entry in foot notes.



188 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

JOURNAL DAY-BOOK.

Elraira, N. Y., April 3, 1883.

The Elraira Mutual Loan Association,
a corporation duly organized under
and by virtue of the laws of the
State of New York on the third day
of April, 1883, with an authorized

capital ofnot to exceed 10,000 shares,
of the par value of $200 per share,

outstanding at any one time, is now
ready to begin business. Assets

nothing. Liabilities for expenses of

incorporation not yet audited.

*rfV

TREASURER, To SUNDRIES,*
Receipts of 1st meeting for receiving
dues :

To DUES on 1,000 shares issued,
To ENTRANCE FEES on 1,000 shares

issued,

24.

EXPENSE, To TREASURER,
Drew orders on the Treasurer for ex-

penses of incorporation, as follows :

No. 1. J. N.Ward for att'y'a fees, $40
No. 2. "Advertiser," association

notices, 5
No. 3. "Evening Star," associa-

tion notices, 5

50

27.

LOANS, To SUNDRIES,
Loaned to John D. Williams on his
bond and mortgage of city property,
6 shares at $10 per share premium,

To PREMIUM, on 6 shares at $10,
To TREASURER, Order No. 4, drawn

favor of John D. Williams for loan,

28.

FURNITURE and FIXTURES,
To TREASURER,

Drew order favor of H. S. Gilbert &
Co. for fire-proof safe.

$1,250

50

1,200

60

$1,000

250

50

1,140

60

* This entry is taken from and might be posted directly from the

cash-received book, and omitted from this book entirely. The Dues
a/c might also be omitted, and use the Capital Stock /c.
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EInrira, N. Y., November 24, 1885.
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Elmira, N. Y., February 14, 1886.

SUNDRIES, To SUNDRIES,
The attorney of the association re-

ports the completion of the foreclos-

ure of the mortgage to the associa-

tion made by John Smith, and that
on the 3d day of February, 1886, he
bid off on behalf of the association

the mortgaged property at $1,800,
and that a judgment for deficiency
of $334.82 lias been entered in favor
of the association against John
Smith. The decree of foreclosure
cancels 10 shares 3d series stock,

pledged by John Smith to secure
the loan, and applies the withdrawal
value on Dec. 29, 1885, of said shares
thereon.

Withdrawal value on Dec. 29,

1885, of 3d series, 10 shares,
at $21.86, $218 60

Less arrears of dues,
7 mos., at $10, $70 00

Less fines on arrears
of dues, 24 86

94 86

Withdrawal value of said
shares as applied, $123 74

The attorney's bill of costs and ex-

penses of the foreclosure is audited,
and ordered paid, at $150.

CAPITAL STOCK, 3d series, 10 shares,
at $12.40,

DUES, 2 months paid in current year
on 10 shares of stock at $2 per
share,

REAL ESTATE, Smith property bid off

at

JUDGMENTS RECEIVABLE, For defi-

ciency,
To LOANS, 10 shares loan to J. Smith,

foreclosed,
To INTEREST, On loan and judgment,
To FINES, On arrears of dues

as above, $24 86
On arrears of inter-

est, 24 86
To Loss and GAIN, Profits retained on

canceled stock 3d series, 10 shares
at $0.04,

To TREASURER, Drew Order No. 701,
favor J. N. Ward, for att'y's bill as

audited as above,

124

1,800

33482

2,000
7870

4972

40

150
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Elmira, K Y., April 16, 1888.



192 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

Elmira, N. Y., April 16, 1888.
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Elmira, 1ST. Y., April 16, 1888.



CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

Elmira, N. Y., April, 16, 1888.
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the loans outstanding should be repaid at the next

meeting. Also a statement of the arrears of dues,

interest, and fines separately (see entry in journal

day-book). Also a statement of dues and interest

paid in advance by any members (see entry in journal

day-book). Trial balances must be taken to prove
the correctness of the main ledger and stock ledger.

As additional proof of the accuracy of the capital

stock account in the main ledger, compare the bal-

ance of the account with the holding value of all shares

in all series shown in the last report (series now more

than one year old), which the stock ledger shows to

be still outstanding. For example, suppose the bal-

ance of the capital stock account in the main ledger

to be $168,501, and the holding value at the com-

mencement of the year of one share in each of the

various series to be as follows : 1st series, $53.32 ;

2d series, $38.51 ;
3d series, $25.61 ; and 4th series,

$12.40, and the stock ledger shows now outstanding
as follows :

1st series 1,200 shares at $53.32 as above = $63,984
2d "

1,300
" 38.51 "

50,063

8d "
1,400

" 25.61 "
35,854

4th "
1,500

" 12.40 "
18,600

And we have value of shares over one year old out-

standing $168,501, proving that the capital stock

account in the main ledger is correct. Additional

proof of the correctness of the dues account in the

main ledger is obtained by adding to the balance of

the account all the arrears of dues, and deducting
therefrom the dues paid in advance, and comparing the

results with the dues for the period on all the shares

of all series outstanding. For example, suppose the
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main ledger shows the balance of the dues account to

be $84,005, the arrears of dues are in all $30, and

the dues paid in advance aggregate $35, we have

$84,005 + $30 = $84,035 - $35 = $84,000.

Numbers of shares outstanding as shown by stock

ledger :

1st series 1,200 shares

2d "
1,300

"

3d "
1,400

"

4th "
1,500

"

5th "
1,600

"

Total 7,000
" at $12 = $84,000

(twelve months' dues at one dollar per month per share),

which proves the dues account to be correct. Having
thus proved and cross-checked the books, you know

they are correct, and you can now proceed to close

them. The closing entries are given in full in the

form for the journal day-book, and need not be re-

peated here. The computations from which those

entries are taken will now be given in detail. It will

be found convenient to use a rough balance sheet, on

which the results of the business can be kept before

making the computation. No elaborate ruled sheet is

necessary, and the whole can be made in pencil if pre-

ferred, so long as the figures are taken down accu-

rately.

Following is the sheet from which the closing

entries in the journal day-book were taken. It may
as well be stated that the computation of profits are

made as of the date of the next meeting for receiving

dues (when a new series will be issued), and withdrawal

values should bear interest from that date, and not the

date of the annual meeting :
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The foregoing balance-sheet shows that the net

profits for the year were $13,241.34, but for prudent

management retain an amount equal to the amount
of judgment receivable of doubtful value $334.82 as

undivided profits, leaving for dividend $12,906.52.

The capital stock account shows the capital as of the

beginning of the year to be $168,501. Dues are also

capital ;
but as they have been accumulating during

the year, it must be ascertained what their equivalent
for a year would be by equating the payments, by
which we find the $84,000 dues to be equal to an in-

vestment for one year of $45,500 ; adding this to the

capital stock account, balance gives capital invested

for one year equal to $214,001. Divide the net prof-

its, $12,906.52 by $214,001, and we find the dividend

earned six per cent and a very small fraction. The
fraction being, so small, we leave the sum it repre-

sents to add to the undivided profits above mentioned.

It is necessary to get the dividend and holding
value per share. The following method is recom-

mended for its simplicity and accuracy : The dividend

on one share of the last series issued is the same as the

dividend on the dues or installments on one share

of every other series for the year. Dues paid month-

ly during a year equal the investment of one dollar for

seventy-eight* months, or $6.50 for the twelve months.

* The dollar paid for the first month's dues has been invested for

twelve months
;
the dollar for the second month's dues has been in-

vested for eleven months
;
the dollar paid for third month's dues

has been invested ten months, and so on until the entire twelve

months' dues are paid in. The twelfth months' dues being invested

one month before the next series is issued, making as you will see

by continuing the illustration, an investment equal to one dollar

for seventy-eight months.
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At six per cent rate of dividend earned gives divi-

dend thirty-nine cents for the dues on one share of the

last (fifth) series issued and of the dues portion of one

share of every other series. The holding value of one

share of first series at commencement of the year was

$53.32X .06=13.20, the dividend, plus thirty-nine
cents dividend on the dues of one share as above

equals $3.59, the total dividend on one share of first

series.

Below is given the holding value of one share in

each series, according to the above explanation, in the

form in which the computation is made :
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STOCK JOURNAL DAY-BOOK.

*i
&
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Dr.

STOCK LEDGER, PART I.

Capital Stock, Series One. Or.
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Dr.

STOCK-LEDGER, PART II.

James N. Ward.
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STOCK-LEDGER, PART II.

James N. Ward. Cr.

Stock

pledged.
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TKIAL BALANCE OF STOCK-LEDGER,

L. F.
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TAKEN APRIL 16, 1888.

held.
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Gl SECURITY REGISTER FOR SECRETARY.

No.
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SECURITY EEGISTER.

207

61

Payments.
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The treasurer's security register is ruled like the

secretary's, the only variation in the make-up being
that no receipt for the papers is provided. All of the

remarks made in connection with the secretary's regis-

ter apply to this, as the information desired is the

same in both cases.



APPENDIX.

NEW YORK.

CHAPTER 556, LAWS OF 1887.

CO-OPERATIVE SAVINGS AND LOAN ASSOCIATION.

1. Corporators. Corporate Name.

SECTION 1. Any fifteen or more persons, being of full age,

may form an association as provided in this act. All associa-

tions formed under the provisions hereof shall be known as co-

operative savings and loan associations ; and the name of every

association, so formed, shall contain, as a part thereof, the

words Co-operative Savings and Loan Association.

2. Objects.

SEC. 2. The object and purpose of such associations shall be

to encourage industry, frugality, home-building, and savings

among its members ;
the accumulation of savings, the loaning

of such accumulations to its members, and the repayment to

each member of his savings when they have accumulated to a

certain sum, or at any time when he shall desire the same, or

the association shall desire to repay the same.

3. Certificate of Association. Statements in.

SEC. 3. Said association shall become incorporated by tho

said fifteen or more persons making, signing, and acknowledg-

ing, in the manner and form prescribed for the acknowledg-
ment of deeds in this State, a certificate, wherein shall be stated
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the name of said association; that the association is formed
under and for the purposes prescribed in this act; the town,

village, or city where the association is located within this

State
;
and the limit of the number of shares of stock it shall

have outstanding at any one time. When made as aforesaid,

said certificate shall be filed and recorded in the oifice of the

Secretary of State, and upon said certificate being so filed and

recorded, the Secretary of State shall issue a certificate, in

proper and suitable form, declaring the facts contained in said

original certificate, and the filing and recording thereof in his

office, and which latter certificate shall thereupon be recorded

in the county clerk's office of the county where said association

is located
;
and upon the same being so recorded, the persons

named in the certificate first above mentioned, their associates

and successors, shall become a corporate body.

4. Officers. By-Laws. Special Meetings, and voting thereat.

Holding over by Officers.

SEC. 4. The officers of the association shall consist of a

president, vice-president, treasurer, and secretary, who shall be

ex-officio members of the board of directors, which shall consist

of nine members, exclusive of said ex-officio members. Other

officers may be authorized by the by-laws. The duties and

compensation of the officers, their terms of office, the time of

their election, and time of periodical meetings of the officers

and shareholders shall be determined by the by-laws; except
that the board of directors shall determine each year the com-

pensation of the treasurer and secretary.

Special meetings of the officers and shareholders shall be

called and held as provided by the by-laws. Each shareholder

shall be entitled to one vote, at all meetings of the shareholders,

for each share owned by him or held by him as trustee not in

arrears for dues. All officers shall hold office until their suc-

cessors are duly elected and assume the duties of their office.

No association shall expire from neglect on its part to elect

officers at the time prescribed by the by-laws.
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5. Capital of Association. Limitation. Shares, How Issued.

Unpledged /Shares. Limitation of Shares.

SEC. 5. The capital of said association shall consist of the

accumulated savings of its members, which it holds, and shall

not exceed at any time one million dollars, and shall be divided

into shares of the matured value of two hundred dollars each.

The total number of shares outstanding at any time shall not

exceed ten thousand. The shares shall be issued in yearly or

half-yearly series, in such amounts in each series, and at such

times as shall be determined by the by-laws of the association.

No share of a prior series shall be issued after the issuing of

shares in a new series. Shares which have not been pledged as

a collateral security for the repayment of a loan shall be called

unpledged shares. Shares that have been so pledged, shall be

called pledged shares. No person shall hold more than ten un-

pledged shares in any one series, nor more than twenty pledged
shares in one series.

6. Dues. Payment Thereof. Finesfor Arrears. Entrance Fee.

SEC. 6. Savings paid to the association upon shares shall be

called dues. At or before each stated monthly or semi-monthly

meeting of the board of directors each shareholder shall pay to

the board or a committee thereof, one dollar dues upon each

share of stock held by him until the share reaches the value of

two hundred dollars, or it is withdrawn, canceled or forfeited.

Payment of dues on shares of each series shall commence from

its issue. The association shall have power to impose and col-

lect a fine, not exceeding ten per cent for each month in arrears,

for every dollar of dues or interest which a shareholder shall

refuse or neglect to pay at the time it is due. They shall also

have power to charge an entrance fee of not exceeding twenty-
five cents on every share of stock issued by the association.

7. Unpledged Shares, Withdrawal of Accumulations Upon.

Payment to Shareholders Withdratving. Proviso. Retir-

ing of Unpledged Shares. Determination by Lot.

SEC. 7. The accumulations upon unpledged shares may be

withdrawn, and the shares canceled after one month's written

notice of such intention filed with the secretary at or before a
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stated monthly meeting of the board. If filed before such meet-

ing, the one month's notice shall not be deemed to have com-

menced until the first regular meeting after the filing. The

withdrawing shareholder shall be paid the amount of the with-

drawal value of his accumulations as determined under the by-

laws, at the last distribution of profits before the notice of with-

drawal, together with all dues paid since such distribution, and

such interest on the value of the shares at the time of the last

distribution and on the dues thereafter paid, as the by-laws shall

determine, less any fines unpaid and a proportionate share of

any unadjusted loss
; provided, that at no time shall more than

one half the receipts of the association, and when the association

is indebted upon matured shares, no more than one third, shall

be applicable to the payment of withdrawing shareholders, with-

out the consent of the board of directors; and when the de-

mands of withdrawing shareholders exceed the moneys appli-

cable to their payment, they shall be paid in the order in which

their notices of withdrawal were filed with the secretary. The
board of directors may at their discretion, under rules made by

them, retire the unpledged shares of any series at any time

after four years from the date of their issue, by enforcing with-

drawals of the same; provided, that the shareholders whose

shares are to be retired shall be determined by lot, and that

they shall be paid the full value of their shares, less all fines and

proportionate part of any unadjusted loss.

8. Payment of Dues, When to Cease. Payment of Matured

Shares. Proportion of Receipts Applicable.

SEC. 8. When each unpledged share of a given series reaches

the value of two hundred dollars, all payment of dues thereon

shall cease, and the holder thereof shall be paid out of the funds

of the association two hundred dollars therefor, with such rate

of interest as shall be determined by the by-laws, from the time

the board of directors shall declare such share to have matured,
until paid ;

but at no time shall more than om> third of the re-

ceipts of the association be applicable to the payment of matured

shares, without the consent of the board of directors. The order

of the payment of the matured shares shall be determined by
the board of directors.
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9. Loan of Accumulations to Members. Open Bidding. Per-

sons Bidding Highest to Receive Loan. Deduction of Pre-

mium. Right to Borrow Restricted.

SEC. 9. At each monthly stated meeting, immediately fol-

lowing the receipt of dues and interest, the board of directors

shall offer to members of the association desiring to borrow, all

accumulations applicable to that purpose; the same shall be

loaned in sums of two hundred dollars, the value of a matured

share, or a multiple thereof, or the fractional parts of one fourth

or one half thereof. If there shall be more than one member

desiring to borrow, their right to a loan shall be determined by
an open bidding of a premium per share ; the member bidding
the highest premium shall be entitled to the loan, upon giving

proper security. From the sum loaned shall be deducted at the

time of loaning the amount of the premium bid. The receiving
of such premium or interest paid on the loan shall not be

deemed a violation of the usury laws. No member or members

can borrow a larger sum than shall be equal to the matured

value of the shares held by him or them. A borrowing member
for each share or fractional part thereof borrowed upon, shall,

in addition to the dues on his shares, pay monthly interest on

his loan at the rate of six per cent per annum, or such lower

rate as the by-laws shall name, until the shares borrowed upon
reach the matured value of two hundred dollars each, or the

loan is repaid ;
and when such matured value is reached, the

share shall cancel the loan upon it, and the proper surrenders

and acquittances be made.

10. Loans to be Secured by Bond and First Mortgage. Trans-

fer of Unpledged Shares to Secure Loan. Forfeiture of
Loan. Conditions of Bond and Mortgage. Repayment of
Loans.

SEC. 10. For every loan made, a bond secured by a first

mortgage upon unencumbered real estate shall be given, accom-

panied by a transfer and pledge to the association of the shares

borrowed upon, and all accumulations that have or shall accrue

thereon, as a collateral security for the repayment of the loan ;

or, in lieu of the mortgage, the borrower, or another, may trans-

fer and pledge to the association for the payment of the loan,
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unpledged shares, the withdrawal value of which under the by-

laws, at the time of such borrowing, shall exceed the amount
borrowed and interest thereon for six months. If the borrower

neglects to offer security satisfactory to the board of directors,

within the time provided by the by-laws, his right to the loan

shall be forfeited, and he shall be charged with one month's

interest, and all necessary expenses incurred, if any, under the

by-laws, in reference to his proposed loan. All bonds and mort-

gages given to the association shall be deemed conditioned upon
the performances of the provisions of this act relating to the

repayment of loans and interest thereon, and the by-laws of

the association, although the same may not be fully expressed
therein. A borrower may repay a loan, and all arrears of in-

terest and fines thereon, or one share thereof, that is, the sum
of two hundred dollars, at any stated monthly meeting, or at

any other time, but when not made at a stated meeting, he shall

pay interest up to the first monthly meeting after such payment.
He may repay his loan in full, thereby relieving his shares from

liability upon the pledge thereof, made to the association, or he

may, by a proper notice and direction as to the application, have

the withdrawal value of the shares borrowed upon, applied in

payment or part payment of his loan.

11. Arrearages of Members. Notice to Pay Same. Forfeiture

in Certain Cases. Withdrawal Value.

SEC. 11. Whenever any member shall be six months in ar-

rears in the payment of his dues upon unpledged shares, the

secretary shall give him notice thereof in writing and a state-

ment of his arrearages, by mailing the same to him at the last

post-office address given by him to the association, and if he

shall not pay the same at the next or second stated monthly

meeting thereafter, the board of directors may, at their option,

declare his shares forfeited
;
and at the time of such forfeiture,

the withdrawal value thereof shall be determined and stated,

and the defaulting member shall be entitled to withdraw the

same without interest, within one year upon such notice as shall

be required of a withdrawing shareholder.
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12. Loan to Become Due when Borrowing Member is Six

Months in Arrears. Effect Thereof.

SEC. 12. Whenever a borrowing member shall be six months

in arrears in the payment of his dues and interest, or either, tho

whole loan shall become due at the option of the board of direct-

ors ;
and they may proceed to enforce collection upon the se-

curities held by the association. The withdrawal value at the

time of the commencement of the action, of all shares pledged

as collateral security for the loan, shall be applied upon the

loan and arrearages of interest and fines thereon, and the shares

deemed surrendered to the association.

13. Purchase of Real Estate Held Under. Mortgage.

SEC. 13. Any association may purchase at any sale, public or

private, any real estate upon which it may have a mortgage,

judgment, lien or other incumbrance, or in which it may have

any interest ;
and may sell, convey, lease, or mortgage the same

at pleasure to any person or persons.

14. Associations may Borrow Money for Paying Withdrawals,
etc. Loan of Surplus to other Associations. Proceedings

Therefor.

SEC. 14. Any association organized in pursuance of the pro-

visions of this act, may borrow money for the purpose of making
loans or paying withdrawals, not exceeding, however, two thou-

sand dollars, so long as its accumulated capital does not exceed

ten thousand dollars
;
and not exceeding six thousand dollars,

so long as its accumulated capital shall be over ten thousand,
and does not exceed sixty thousand dollars ; and whenever its

accumulated capital exceeds sixty thousand dollars, it may bor-

row money for the purposes aforesaid not exceeding ten per cent,

of its accumulated capital. No money borrowed shall be for a

longer term than one year. Any association having a surplus
in its treasury, for which there is no demand for loans, with-

drawing shareholders or matured stock, may loan the same to

another association, organized under the provisions of this act,

subject to the provisions of this section, on the part of the bor-

rowing association. No association shall borrow or make loans

herein authorized, except by a two-thirds vote of its board of
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directors. The vote to be recorded by ayes and nays in its

regular minutes.

15. Profits and Losses, Distribution of. Manner of Distribu-

tion. Undistributed Profits. Reservation of Guarantee

Fund.

SEC. 15. Profits and losses shall be distributed at least an-

nually, and always before issuing a new series of stock to the

shares then outstanding. Profits and losses shall be distributed

to all shares, in all series outstanding at the time of such distri-

bution, in proportion to their holding value, as distinguished

from their withdrawing value, except that, in addition thereto

a distribution of not exceeding the amount of the entrance fee,

in the discretion of the board of directors, may be made to each

share outstanding in the last series issued prior to the distribu-

tion. At each periodical distribution of profits, the board of

directors may reserve and carry as undistributed profits, in the

nature of a guaranty fund, any sum from the net profits that in

their discretion seems wise, to be applied upon any future losses

that may occur from any cause whatsoever.

16. Transfer of Shares. How made. Transfer Fee.

SEC. 16. No transfers of shares shall be binding upon the

association until the same have been made upon the books of

the association
;
and the transferee thereof shall take the same,

charged with all the liabilities and conditions attaching thereto

in the hands of the one transferring the same. The association

may require a " transfer fee
" not exceeding twenty-five cents

per share.

17. By-Laws, Adoption of. Attorney for Association.

SEC. 17. The association as soon as duly incorporated shall

possess power to adopt by-laws, not inconsistent with the pro-

visions of this act, regulating the due conduct of the business

of the association, defining the duties of officers and commit-

tees, times of meetings, mode of determining and declaring the

withdrawing value of shares, and in relation to all other mat-

ters having reference to the conduct of the business, although
not specifically mentioned in this act. The board of directors
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shall have power to appoint and remove at pleasure, an attorney
for the association.

IS. Eligibility to Membership in Association. Accumulations,
how far Exempt. Associations Deemed Savings Institu-

tions.

SEC. 18. Any person of full age and sound mind may become

a member of the association by taking one or more shares there-

in, and subscribing the by-laws, and annexing to his signature

his post-office address; and whenever he desires his post-office

address changed, he shall give written notice thereof to the

secretary of the association
;
and for the purpose of giving any

member notice, by mail, the last post-office address given by
him shall be deemed the proper one. A minor may hold shares

in the name of a parent, guardian, or next friend as trustee for

him. All accumulations upon shares in said association held by

any person shall be exempt from execution and proceedings

supplementary thereto, to the amount of six hundred dollars;

and the association itself shall be deemed an institution for

savings and not taxable under any corporation tax law which

shall exempt savings-banks, or institutions for savings from

taxation.

19. Annual Report to Bank Department. Further Reports.

SEC. 19. Every association organized under the provisions of

this act shall annually make a full report in writing of the

affairs and condition of such corporation on the first day of

January in each year to the Superintendent of the Bank Depart-
ment in such form and by such officers of the corporation as the

said superintendent may designate. Such report shall be verified

by the oath of the officers making the same. Every association

shall make any further reports which the said superintendent
shall require, and in such form, and as to such matters relating
to the condition and conducting of the business of the associa-

tion as such superintendent shall designate. Any willful false

swearing in making and verifying said reports shall be deemed

perjury.

15
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SO. Forfeiture for Failure to Report. Recovery of Penalty.

SEC. 20. If any such association shall fail to furnish to the

Superintendent of the Bank Department any report required by
this act, at the time so required, it shall forfeit the sum of ten

dollars per day for every day such report shall be delayed or with-

held ; and the Superintendent may maintain an action in his

name of office to recover such penalty, and the same shall be

paid into the treasury of the State and applied to the expenses
of the Bank Department.

21. Visitation by Bank Superintendent.

SEC. 21. All associations organized under the provisions of

this act shall be subject to the visitation and examination at all

times by the Superintendent of the Bank Department, his depu-
ties or duly appointed agents, upon the application of three or

more members of said association. If it shall appear to said

superintendent, from the report of any said association, or from

an examination made by him, his deputies or duly appointed

agents, that any such association is violating the provisions of

this act, or is conducting its business in an unsafe or unauthor-

ized manner, he shall by an order under his hand and seal ad-

dress to such association, direct the discontinuance of such

illegal and unsafe practices ; and whenever any association shall

neglect or refuse to comply with such order, or make reports as

required, he shall communicate such facts to the Attorney-Gen-

eral, who shall thereupon be authorized to institute proceedings

against any such association as is now, or may hereafter be

"provided for by law in the case of an insolvent incorporation,

or such other proceedings as the nature of the case may re-

quire.

22. Existing Loan and Accumulating Fund Associations, How
Entitled to Benefits of this Act.

SEC. 22. Any association now existing and heretofore incor-

porated under the-provisions of said chapter one hundred and

twenty-two of the laws of eighteen hundred and fifty-one, may
be entitled to the benefits of this act, on the majority vote of the

shareholders of said association, directing the making and filing

of the certificate mentioned in the third section of this act, and
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conforming the transaction of their business to the provisions

of this act.

28. Exemption.

SEC. 23. Associations organized under this act shall not be

subject to the provisions of chapter one hundred and forty-

three of the laws of eighteen hundred and eighty-six.

SEC. 24. This act shall take effect immediately.

CHAPTER 122, LAWS OF 1851.

An act for the incorporation of building, mutual loan, and ac-

cumulating fund associations.

Companies, How Formed.

SECTION 1. Any number of persons, not less than nine, may
associate and form an incorporated company for the purpose of

accumulating a fund for the purchase of real estate, the erection

of buildings, or the making of other improvements on lands, or

to pay off incumbrances thereon, or to aid its members in ac-

quiring real estate, making improvements thereon, and remov-

ing incumbrances therefrom ; and for the further purpose of

accumulating a fund to be returned to its members who do not

obtain advances as above mentioned, when the funds of such

association shall amount to a certain sum per share, to be speci-

fied in the articles of association.

Articles of Association.

SEC. 2. Such persons shall severally subscribe articles of as-

sociation, in which shall be set forth the name of the corpora-

tion, the time of its regular meetings, and how special meetings

may be called, and what shall constitute a quorum to transact

business at meetings ; the qualifications of members and how
constituted

;
what officers, trustees, and attorney there shall be,

and how and when chosen, and their duties, and how removed
or suspended from office

;
the entrance fee of new members and

new shares, the monthly or weekly dues per share, the redemp-
tion fee on shares on whicn advances shall be made, and fees to

be paid on the transfer of shares
;
the fines and penalties for
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the non-payment of dues or fees, or other violation of the articles

of association
;
the manner of redemption of shares by advances

made thereon, the mortgaged security to be taken on such ad-

vances, and how the same may be redeemed or changed ; the

manner of the transfer or withdrawal of shares
;
the manner of

investing funds not required for advances on shares
; the quali-

fications of voters at the meetings, and the mode of voting ; the

ultimate amount to be paid to the owners of unredeemed shares
;

the manner of altering or amending the articles of association,

and such other provisions as shall be necessary for the convenient

and effective transaction of the business thereof
; provided that

the same shall not in any respect contravene the Constitution or

laws of this State.

Copy of Articles when to be Filed. Powers and Limitations.

SEC. 3. A true copy of such articles, signed by the officers of

the association, together with a statement showing when the as-

sociation was organized, and the place of the transaction of its

business, and the names of the officers and trustees at the time

of the making of such statement, which shall be verified by oath

or affirmation before any officer authorized to take affidavits, to

be used in the courts of justice, shall be filed in the office of the

clerk of the county in which such association shall transact its

business ; and thereupon the persons who have subscribed the

articles of association as aforesaid, and such other persons as

shall become members of such association, and their successors,

shall be a body corporate by the name specified in such articles

of association, and shall possess the powers and privileges and

be subject to the provisions of title third of chapter eighteen of

the first part of the Revised Statutes, so far as those provisions

are consistent with the provisions of this act, and they shall,

by their corporate name, be capable in law of purchasing, hold-

ing and conveying any real and personal estate whatever, which

may be necessary to enable said company to carry on their

operation named in such certificate.

Calls upon Stock.

SEC. 4. It shall be lawful for the trustees to call in and de-

mand from the stockholders, respectively, all such sums of
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money by them subscribed, at such times and in such payments
or installments as the articles of association shall prescribe, un-

der the penalty of forfeiting the shares of stock subscribed for,

and all previous payments made thereon, if payment shall not

be made by the stockholder within sixty days after a personal

demand or notice requiring such payment shall have been pub-
lished for six successive weeks in the newspaper nearest to the

place where the business of the company shall be carried on as

aforesaid.

Borrowing Money.

SEC. 5. All corporations formed under this act shall have

power to borrow money for temporary purposes not inconsistent

with the objects of their organization; but no loan for such

purposes shall have a longer duration than two years, nor shall

such indebtedness exceed at any one time one fourth of the

aggregate amount of the shares and parts of shares, and the in-

come thereof, actually paid in and received.

Stock for Minors, etc.

SEC. 6. Parents and guardians may take and hold shares in

such association in behalf and for the use of their minor chil-

dren or wards, provided the cost of such shares be defrayed
from the personal earnings of such minor children or wards, or

by gifts from persons other than their male parents ;
married

women may take and hold shares in such associations, provided
the cost of such shares be defrayed from their personal earnings,

the personal earnings of their children voluntarily bestowed for

this purpose, or from property bequeathed or given to them by

persons other than their husbands.

Dividends ; Monthly Payments.

SEC. 7. The trustees of any association formed under the

provisions of this act may, from time to time, declare dividends

from the earnings of the association, payable in such manner as

may be provided in the articles of association
;
but no dividend

shall be declared, except from the earnings of the association,

and if the trustees of any such association shall declare and pay

any dividend when the company is insolvent, or any dividend,

the payment of which would render it insolvent, they shall be
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jointly and severally liable to the extent of the dividend so de-

clared and paid, for all the debts of the association then exist-

ing or that shall be thereafter contracted while they shall

respectively continue in office; provided, that if any of the

trustees shall object to the declaring of such dividend or to the

payment of the same, and shall, at any time before the time

fixed for the payment thereof, file a certificate of his objection

in writing with the clerk of the company, and with the clerk of

the county, he shall be exempt from the said liability. But no

trustee who shall be present at any meeting when such dividend

is declared, shall be exempt from such liability, unless he shall

then and there object to the declaration or payment of such

dividend, and shall also procure his objection to be noted in the

book of minutes of such association. No holder of redeemed

shares shall claim to be exempt from making the monthly
or other stated payments provided in the articles of association,

upon the ground that by reason of losses or otherwise, the asso-

ciation has continued longer than was originally anticipated,

whereby the payments made on such shares may amount to

more than the amount originally advanced, with legal interest

thereon ;
nor shall the imposition of fines for the non-payment

of dues or fees, or other violation of the articles of association,

nor shall the making of any monthly payment required by the ar-

ticles of association, or of any premium for loans made to mem-
bers be deemed a violation of the provision of any statute against

usury. (Thus amended by ch. 564 of the Laws of New York, 1875.)

Existing Associations, How Entitled to Benefit of this Act.

SEC. 8. Any existing association formed for the purposes
mentioned in the first section of this act, may, on the vote of

the majority of the voting shares, at any regular meeting after

the passage of this act, become entitled to the benefit of this

act, on complying with the second and third sections thereof,

unless the second section has heretofore been complied with ;
in

which case it shall be necessary to comply only with the said

third section.

Embezzlement, How Punished.

SEC. 9. No officer, trustee, attorney, agent or servant of any
association hereby incorporated, shall use or dispose of any part
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of the funds of such association, or assign, transfer, cancel or

deliver up or acknowledge satisfaction of any bond, mortgage
or other written instrument belonging to such association, un-

less duly authorized, or be guilty of any fraud in the perform-
ance of his duties

;
and every person guilty of a violation of

this section shall be liable civilly to the party injured, to the

extent of the damage thereby incurred, and shall also be liable

to an indictment for a misdemeanor, punishable by fine or im-

prisonment, or both, in the discretion of the court by which he

shall be tried.

Annual Report to be Published.

SEC. 10. Each association formed under the provisions of

this act shall, at the close of the first year's operations, and an-

nually at the same period in each year thereafter, publish in at

least two newspapers published in the same place where their

business may be located, or if no newspapers shall be published
in such place, then in any two newspapers published nearest

such place, a concise statement verified on the oaths of its presi-

dent and secretary, showing the actual financial condition of

the association, and the amount of its property and liabilities,

specifying the same particularly.

Liability of Stockholders and Directors.

SEC. 11. All the shareholders of any association formed un-

der this act, shall be individually liable to the creditors of said

association, to an amount equal to the amount of stock held by
them respectively, for all debts contracted by such association.

The directors or other officers of every association formed under

this act, shall be personally liable for any fraudulent use, dis-

position or investment of any moneys or property belonging to

such association, or for any loss which shall be incurred by any
investment made by such directors or other officers, other than

such as are mentioned in and authorized by this act ;
but no

director or other officer of any such association shall be liable as

aforesaid
; except he authorized, sanctioned, approved or made

such fraudulent use, disposition or investment as aforesaid.
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Liabilities of Trustees.

SEC. 12. No person holding stock in any such company, or

executor, administrator, guardian or trustee, and no person

holding such stock as collateral security, shall be personally sub-

ject to any liability as stockholder of such company ;
but the

person pledging such stock shall be considered as holding the

same, and shall be liable as a stockholder accordingly ;
and the

estate and funds in the hands of such executor, administrator,

guardian or trustee, shall be liable in like manner and to the

same extent as the testator, or intestate or the ward or person

interested in such trust fund would have been if he had been

living and competent to act and hold the same stock in his own

name.

Right of Voting.

SEC. 13. Every such executor, administrator, guardian or

trustee, shall represent the share of stock in his hands at all

meetings of the company, and may vote accordingly as a stock-

holder
;
and every person who shall pledge his stock as afore-

said may, nevertheless, represent the same at all such meetings
and may vote accordingly as a stockholder.

Election of Officers.

SEC. 14. In case it shall happen at any time that an election

of officers shall not be made on the date designated by the by-
laws of said company, when it ought to have been made, the

company for that reason shall not be dissolved
;
but it shall be

lawful on any other day to hold an election for trustees in such

manner as shall be provided for by the said by-laws ;
and all

acts of trustees shall be valid and binding as against such com-

pany until their successors shall be elected.

Power to Repeal or Alter.

SEC. 15. The legislature may at any time alter, amend or

repeal this act, or may annul or repeal any incorporation formed
or created under this act

;
but such amendment or repeal shall

not, nor shall the dissolution of any such company take away or

impair any remedy given against any such corporation, its stock-

holders or officers, for any liability which shall have been previ-

ously incurred.
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Capital Stock, how Increased or Diminished.

SEC. 16. Any company which may be formed under this act

may increase or diminish its capital stock, by complying with

the provisions of this act, to any amount which may be deemed

sufficient and proper for the purposes of the corporation ;
but

before any corporation shall be entitled to diminish the amount

of its capital stock, if the amount of its debts and liabilities shall

exceed the amount of capital to which it is proposed to be re-

duced, such amount of debts and liabilities shall be satisfied and

reduced so as not to exceed such diminished amount of capital.

Notice of Meeting.

SEC. 17. Whenever any company shall desire to call a meet-

ing of the stockholders for the purpose of increasing or dimin-

ishing the amount of its capital stock, it shall be the duty of the

trustees to publish a notice signed by at least a majority of them

in a newspaper in the county, if any shall be published therein,

at least three successive weeks, and to deposit a written or printed

copy thereof in the post-office, addressed to each stockholder at

his usual place of residence, at least three weeks previous to the

day fixed upon for holding such meeting, specifying the object

of the meeting, the time and place where and when such meet-

ing shall be held, and the amount to which it shall be proposed

to increase or diminish the capital, and a vote of at least two

thirds of all the shares of stock shall be necessary to an increase

or diminution of the amount of its capital stock.

Meeting, how Organized and Conducted.

SEC. 18. If at any time and place specified in the notice pro-

vided for in the preceding section of this act stockholders shall

appear in person or by proxy, in numbers representing not less

than two thirds of all the shares of stock of the corporation,

they shall organize by choosing one of the trustees chairman of

the meeting, and also a suitable person for secretary, and pro-

ceed to a vote of those present in person or by proxy ;
and if on

canvassing the votes it shall appear that a sufficient number of

votes has been given in favor of increasing or diminishing the

amount of capital, a certificate of the proceeding, showing a

compliance with the provision of this act, the amount of the capi-
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tal actually paid in, the whole amount of debts and liabilities of

the company, and the amount to which the capital stock shall

be increased or diminished, shall be made out, signed, and veri-

fied by the affidavit of the chairman and be countersigned by
the secretary ;

and such certificate shall be acknowledged by the
chairman and filed as required by the first section of this act,

and when so filed the capital stock of such corporation shall be
increased or diminished to the amount specified in such certifi-

cate.

Exemption.

SEC. 19. The shares held by the members of all associations

incorporated under the provisions of this act shall be exempt
from sale on execution for debt to an extent not exceeding six

hundred dollars in such shares at their par value.

Loan to Members.

SEC. 20. No loan made by any such association to any of its

members may exceed in amount the par value of the capital

stock for which such member may have subscribed.

Certificate, how made Evidence.

SEC. 21. The copy of any certificate of incorporation, filed in

pursuance of this act, certified by the county clerk or his deputy
to be a true copy and of the whole of such certificate, shall be

received in all courts and places as presumptive legal evidence

of the facts therein stated.

CHAPTER 564, LAWS OF 1875.

An act to amend chapter one hundred and twenty-two of the

laws of eighteen hundred and fifty-one, entitled "An act

for the incorporation of building, mutual loan, and accu-

mulating fund associations."

(SECTION 1 amends SEC. 7, ch. 122, of the Laws of 1851.)

To make Annual Reports.

SEC. 2. Every corporation organized under the provisions of

this act, and every corporation heretofore organized under the
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laws of this State for purposes similar to those provided for in

said act, shall annually make a full report in writing of the af-

fairs and condition of such corporation, on the first day of Janu-

ary in each year, to the Superintendent of the Banking Depart-

ment, in such form and by such officers of the corporation as the

said Superintendent may designate, which report shall be in

place of any report which any such corporation may now be re-

quired to make to the supreme court, the comptroller, or other-

wise. Such report shall be verified by the oath or affirmation of

the officers making such report ;
and any willful false swearing

in regard to such report shall be deemed perjury and be subject

to the prosecutions and punishments prescribed by law for that

offense. Every such report shall be made within twenty days

after the day to which it relates, and shall be in such form and

contain such statements, returns, and information, as to the

affairs, business, condition, obligations and resources of such

corporation as the said Superintendent may from time to time

prescribe and require ;
and the said Superintendent may, if he

be of the opinion that it is desirable, require that a like report,

either wholly or in part as to the particulars aforesaid, be made

to him at any time by any such corporation aforesaid within

such period as he may designate.

Examination of Affairs of Corporations.

SEC. 3. Whenever the stockholders of any corporation organ-

ized under the provisions of this act shall deem that a personal

examination by said superintendent of the affairs of said cor-

poration is desirable or necessary, it shall be the duty of said

superintendent, on the request in writing, signed by not less

than five of the stockholders of said corporation, that such ex-

amination be made either by himself or by some person duly

appointed by him for that purpose, to make a full and careful

examination of the affairs of said corporation, and make his

report thereon, as herein provided. The person making such

examination shall have power to administer oaths and take all

testimony by him deemed necessary and proper and to compel the

attendance of witnesses and the production of books and papers,

by like process and in the same manner as now provided by law

to procure the attendance of witnesses and the production of
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books and papers in the courts of record in this State. The

expense of such examination shall be borne by said corporation,

but no charge shall be made therefor, when the examination is

made by said superintendent personally or by one of the salaried

employes of his department, except for necessary traveling and

other expenses ;
whenever said superintendent shall appoint any

person other than a salaried officer in his department to make
such examination, the amount charged therefor shall not exceed

the sum of ten dollars per day for the time actually expended
in making the same, and the actual and necessary expenses as

hereinbefore provided. (Thus amended by ch. 96, Laws of 1878.)

Nature of Examination.

SEC. 4. On every such examination inquiry shall be made as

to the condition and resources of the corporation generally, the

mode of conducting arid managing its affairs, the action of its

directors or trustees, the investment of its funds, the safety and

prudence of its management, the security afforded to those by
whom its engagements are held, and whether the requirements
of its charter and of law have been complied with in the admin-

istration of its affairs.

When found to be Violating Charter, Proceedings by Attorney-

General.

SEC. 5. If it shall appear to the said Superintendent from

the report of any such corporation, or from any examination

made by him, or from the report of any examination made
to him, that any corporation has committed a violation of

its charter or of law, or is conducting business in an unsafe

or unauthorized manner, he shall by an order under his hand

and seal of office, addressed to such corporation, direct the dis-

continuance of such illegal or unsafe practices and conformity
with the requirements of its charter and of law, and with safety

and security in its transactions, and whenever any corporation

shall refuse or neglect to make such report as is hereinbefore

required, or to comply with any such order as aforesaid; or

whenever it shall appear to the superintendent that it is unsafe

or inexpedient for any corporation to continue to transact busi-

ness, he shall communicate the facts to the attorney-general,
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who shall thereupon be authorized to institute such proceedings

against any such corporation as are now, or may hereafter be

provided for by law in the case of insolvent corporations, or such

other proceedings as the nature of the case may require.

Penalty for Failure to Report.

SEC. 6. If any such corporation shall fail to furnish to the

superintendent of the banking department any report or state-

ment required by this act, at the time so required, it shall for-

feit the sum of ten dollars per day for every day such report or

statement shall be so delayed or withheld ;
and the said super-

intendent may maintain an action in his name of office to recover

such penalty, and, when collected, the same shall be paid into the

treasury of the State and be applied to the expenses of the bank

department.

PENNSYLVANIA.

LAWS OF PENNSYLVANIA RELATING TO BUILDING AND
LOAN ASSOCIATIONS.

Section one of the general law of Pennsylvania, relating to the

incorporation of certain corporations, passed in 1874, provides :

Sec. 1.
" Be it enacted, etc., that corporations may be formed

under the provisions of this act by the voluntary association of

five or more persons for the purposes and in the manner men-
tioned herein." Then follows the classification of such corpo-
rations and the mode of their incorporation. Section 37 of said

general act relates to building and loan associations, and pro-
vides as follows :

SECTION 37. Building and loan associations incorporated
under the provisions of this act shall have the powers, and, from

the date of the letters-patent creating the same, when not other-

wise provided in this act, be governed, managed and controlled

as follows :

CLAUSE 1. They shall have the power and franchise of

loaning or advancing to the stockholders thereof the moneys

accumulated, from time to time, and the power and right to

secure the repayment of such moneys, and the performance of
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the other conditions upon which the loans are to be made, by
bond and mortgage or other security, as well as the power and

right to purchase or erect houses, and to sell, convey, lease or

mortgage the same at pleasure to their stockholders, or others

for the benefit of their stockholders, in such a manner also that

the premiums taken by the said association, for the preference

or priority of such loans, shall not be deemed usurious ; and so

also that in case of non-payment of the installments, premiums
or interest by borrowing stockholders, for six months, payment
of principal, premiums and interest, without deducting the pre-

mium paid, or interest thereon, may be enforced by proceeding

on their securities according to law.

CLAUSE 2. The capital stock of any corporation created

for such purposes, by virtue of this act, shall at no time consist

in the aggregate of more than one million dollars, to be divided

into shares of such denomination, not exceeding five hundred

dollars each, and in such numbers as the corporators may, in

the application for their charter, specify : Provided, That the

capital stock may be issued in series, but no such series shall at

any issue exceed in the aggregate five hundred thousand dol-

lars, the installments on which stock are to be paid at such time

and place as the by-laws shall appoint ;
no periodical payment

of such installments to be made exceeding two dollars on each

share, and said stock may be paid off and retired as the by-laws
shall direct ; every share of stock shall be subject to a lien for

the payment of unpaid installments and other charges incurred

thereon under the provisions of the charter and by-laws, and

the by-laws may prescribe the form and manner of enforcing
such lien

;
new shares of stock may be issued in lieu of the

shares withdrawn or forfeited
;
the stock may be issued in one

or in successive series, in such amount as the board of directors

or the stockholders may determine ; and any stockholder wish-

ing to withdraw from the said corporation shall have power to

do so, by giving thirty days' notice of his or her intention to

withdraw, when he or she shall be entitled to receive the

amount paid in by him or her, less all fines and other charges ;

but after the expiration of one year from the issuing of the

series, such stockholder shall be entitled, in addition thereto, to

legal interest thereon : Provided, That at no time shall more
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than one half of the funds in the treasury of the corporation be

applicable to the demands of withdrawing stockholders, without

the consent of the board of directors, and that no stockholder

shall be entitled to withdraw, whose stock is held in pledge for

security. Upon the death of a stockholder, his or her legal

representatives shall be entitled to receive the full amount paid

in by him or her, and the legal interest thereon, first deducting

all charges that may be due on the stock ; no fines shall be

charged to a deceased member's account, from and after his or

her decease, unless his legal representatives of such decedent

assume the future payments on the stock.

CLAUSE 3. The number, titles, function and compensation
of the officers of any such corporation, their terms of office, the

times of their elections, as well as the qualifications of electors,

and the ratio and manner of voting, and the periodical meetings

of the said corporation, shall be determined by the by-laws, when

not provided by this act.

CLAUSE 4. The said officers shall hold stated meetings, at

which the money in the treasury, if over the amount fixed by
the charter as the full value of a share, shall be offered for loan,

in open meeting, and the stockholder who shall bid the highest

premium for the preference or priority of loan, shall be entitled

to receive a loan of not more than the amount fixed by charter

as the full value of a share, for each share of stock held by such

stockholder: Provided, That a stockholder may borrow such

fractional part of the amount fixed by charter as the full value

of a share, as the by-laws may provide ; good and ample secur-

ity, as prescribed by the by-laws of the corporation, shall be

given by the borrower, to secure the repayment of the loan, in

case the borrower shall neglect to offer security, or shall offer

security that is not approved by the directors, by such time as

the by-laws may prescribe, he or she shall be charged with legal

interest, together with any expenses incurred, and the loss in

premium, if any, on a resale, and the money may be resold at

the next stated meeting ;
in case of non-payment of install-

ments or interest by borrowing stockholders, for the space of

six months, payment of principal and interest, without deduct-

ing the premium paid or interest thereon, may be enforced, by

proceeding on their securities according to law.
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CLAUSE 5. A borrower may repay a loan at any time, and
in case of the repayment thereof, before the expiration of the

eighth year, after the organization of the corporation, there
shall be refunded to such borrower one eighth of the premium
paid for every year of the said eight years then unexpired :

Provided, When the stock is issued in separate series the time
shall be computed from the date of the issuing the series of
stock on which the loan was made.

CLAUSE 6. No premiums, fines, or interest on such pre-
miums, that may accrue to the said corporation, according to

the provisions of this act shall be deemed usurious
;
and the

same may be collected as debts of like amount are now by law
collected in this commonwealth.

CLAUSE 7. No corporation or association created under this

act shall cease or expire from neglect on the part of the corpo-
rators to elect officers at the time mentioned in their charter or

by-laws ; and all officers elected by such corporation shall hold
their offices until their successors are duly elected.

CLAUSE 8. Any loan or building association incorporated

by or under this act, is hereby authorized and empowered to

purchase, at any sheriff's or other judicial sale, or at any other

sale, public or private, any real estate, upon which such asso-

ciation may have or hold any mortgage, judgment, lien, or

other incumbrance, or ground-rent, or in which said association

may have an interest, and the real estate so purchased, or any
other that such association may hold or be entitled to at the

passage of this act, to sell, convey, lease, or mortgage, at pleas-

ure, to any person or persons whatsoever ;
and all sales of real

estate heretofore made by such associations to any person or

persons not members of the association so selling, are hereby
confirmed and made valid.

CLAUSE 9. All such corporations shall have full power to

purchase lands and to sell and convey the same, or any part

thereof, to their stockholders or others in fee simple, with or

without the reservation of ground-rents; but the quantity of

land purchased by any one of said associations hereafter incor-

porated, shall not, in the whole, exceed fifty acres
;
and in all

cases the land shall be disposed of within ten years from the

date of the incorporation of such associations respectively.
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CLAUSE 10. All land and building associations are hereby
authorized to make sale of, and assign or extinguish, to any

person or persons, the ground-rents created as aforesaid.

The foregoing general act was amended by No. 14 of the

Laws of Pennsylvania, for the year 1879, which is as follows :

No. 14.

An act relating to mutual savings-fund, building, and loan asso-

ciations, regulating the mode of charging premiums, bonus

or interest in advance, of withdrawals, of repayment and

collection of loans
;
also restricting the power to levy ex-

cessive fines, and defining the rights and liabilities of mar-

ried women stockholders, and prescribing the non-applica-

tion to these associations of the bonus tax and registry laws

for corporations.

SECTION 1. Be it enacted, etc., That it shall be lawful for any
mutual savings-fund, or building and loan association, now in-

corporated or hereafter to be incorporated, in addition to dues

and interest, to charge and receive the premium or bonus bid by
a stockholder for preference or priority of right to a loan in

periodical installments
;
and such premium or bonus so paid in

installments shall not be deemed usurious, but shall be taken to

be a payment as it falls due, in contradistinction to a premium
charged and paid in advance ;

and in so far as said premium or

bonus so charged and paid, in addition to dues and interest,

shall be in excess of two dollars for each periodical payment, the

same shall be lawful, any law, usage, or custom to the contrary

notwithstanding. It shall also be lawful for any mutual sav-

ings-fund or building and loan association to charge and deduct

interest in advance, in lieu of premiums for preference or pri-

ority of right to a loan : Provided, That the certificate of incor-

poration of each association hereafter to be incorporated, and

the certificate provided in section nine of this act for those in-

corporated, shall set forth whether the premium or bonus bid

for the prior right to a loan shall be deducted therefrom in ad-

vance or paid in periodical installments, or whether interest in

advance shall be deducted from the loan in lieu of premium
or bonus.

10
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SEC. 2. Stockholders withdrawing voluntarily shall receive

such proportion of the profits of the association or such rate of

interest as may be prescribed by the by-laws, any law or usage

to the contrary notwithstanding ;
but payment of the value of

stock so withdrawn shall only be due when the funds now ap-

plicable by law to the demand of withdrawing stockholders are

sufficient to meet and liquidate the same, and then only in the

order of the respective times of presentation of the notices of

such withdrawals, which must have been presented in writing

at a previous stated meeting, and have been then and there in-

dorsed as to times of presentation by the officer designated by
the by-laws of the association.

SEC. 3. The by-laws may provide for the involuntary with-

drawal and cancellation at or before the maturity of shares of

stock not borrowed on : Provided, That such withdrawal and

cancellation shall be pro rata among the shares of the tame

series of stock : And provided further, That not less than legal

interest shall be credited and allowed to each share so with-

drawn and canceled.

SEC. 4. A borrower may repay a loan at any time, and in

case of the repayment thereof before the maturity of the shares

pledged for said loan, there shall be refunded to such borrower

(if the premiums, bonus, or interest shall have been deducted in

advance), such proportions of the premiums, bonus, or advance

interest bid, as the by-laws may determine: Provided, That in

no case shall the association retain more than one one hundredth

of said premiums or bonus for each calender month that has ex-

pired since the date of the meeting upon which the loan was

made, or if the interest in advance, it shall retain only the in-

terest due on the loan up to the time of settlement : And fur-

ther pi'ovided, That such borrower shall receive the withdraw-

ing value of the shares pledged for said loan, and the shares

shall revert back to the association.

SEC. 5. In case of non-payment of installments of stock, pre-

miums, dues, or interest, by borrowing stockholders, for the

space of six months, payment of the same, together with the

full principal of the loan, may be enforced by proceeding on

their securities according to law ;
and the moneys so recovered

shall be paid into the treasury of the association for such uses
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(loans or otherwise) as may be deemed proper by the associa-

tion
; and if the said moneys so recovered, together with the

withdrawal value of the shares of such defaulting borrower,

shall exceed the amount it would have required, according to

the preceding section, to have voluntarily repaid the loan, to-

gether with all the expenses incurred by the association, such

excess shall be repaid to such defaulting borrower.

SEC. 6. Fines or penalties for the non-payment of install-

ments of dues, interest, and bonus or premium, shall not exceed

two per centum per month on all arrearages.

SEC. 7. It shall be lawful for any married woman of full age
to hold stock in any of said saving-funds, building, or loan asso-

ciations
; and, as such stockholder, she shall have all the rights

and privileges of other members, including the right to borrow

money from said associations and bid premiums therefor, and
shall also have the right and power to secure such loan by

transferring her said stock or other securities to said association

from which the same was borrowed, or by executing bond and

mortgage upon her separate real estate to secure said loan :

Provided, however, that the husband of such married woman

join in the execution of such bond and mortgage; and such

married woman shall also have the right to sell, assign, and

tranfer her said stock or withdraw the same, without joining
the husband in such transfer or withdrawal

;
and it shall be

lawful for any such savings-fund, building, or loan association

to collect such loan made to such married woman, including the

dues, interest, premium and fines, as loans are made by such

associations to other members as are now by law collected, arid

such stock or interest in such stock shall not be liable for the

debts of any husband of such married woman.
SEC. 8. The bonus or tax due to the commonwealth upon

the capital stock of corporations, as provided for by the act of

the first of May, one thousand eight hundred and sixty-eight,

or by any other act, shall not apply to or be due from mutual

savings-fund, or building and loan associations
;
nor shall the

registry for corporations, prescribed by the first section of the

act of first of May, one thousand eight hundred and sixty-eight,

the first section of the act of twenty-fourth of April, one thou-

sand eight hundred and seventy-four, and the twenty-sixth sec-
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tion of the act of twenty-ninth of April, one thousand eight

hundred and seventy-four, apply to or be required of mutual

savings-fund, or building and loan associations.

SEC. 9. Mutual savings-fund, or building and loan associa-

tions, heretofore incorporated under the provisions of any law,

shall be entitled to all the privileges, immunities, franchises,

and powers conferred by this act, upon filing with the secre-

tary of the commonwealth a certificate of their acceptance of

the same in writing, under the duly authenticated seal of said

association, which certificate also shall prescribe their mode or

plan of charging premiums, bonus, or advance interest, as set

forth in the first section of this act ;
and upon such acceptance

and approval thereof by the governor, he shall issue letters

patent to said corporation reciting the same.

SEC. 10. All laws or parts of laws inconsistent with the pro-

visions of the act are hereby repealed.

MASSACHUSETTS.

The following is the law of this State, as reported by the

Commissioners of Savings-Banks, December 31, 1887 :

SECTION I. Twenty-five or more persons who associate them-

selves together by an agreement in writing, with the intention

of forming a corporation for the purpose of accumulating the

savings of its members paid into such corporation in fixed peri-

odical installments, and lending to its members the funds so

accumulated, shall be and remain a corporation upon complying
with the provisions of the three following sections :

SEC. 2. The agreement shall set forth the fact that the sub-

scribers thereto associated themselves with the intention of

forming a corporation; the name by which the corporation
shall be known

; the purpose for which it is formed ;
the town

or city, which shall be within this Commonwealth, in which it is

located
;
and the limit of the capital to be accumulated.

SEC. 3. The name shall be one not previously in use by any

existing corporation established under the laws of this Common-

wealth, and shall be changed only by act of the General Court.
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The words "co-operative savings-fund and loan association"

shall form a part of the name.

Section three of chapter one hundred and seventeen of the

Public Statutes, relative to the name of co-operative savings-fund

and loan associations, is hereby amended by striking out the

words "
co-operative savings-fund and loan association," in the

fourth line, and inserting in place thereof the words "
co-opera-

tive bank."

The title of said chapter one hundred and seventeen of the

Public Statutes is hereby amended by striking out the words

"savings-fund and loan associations," and inserting in place

thereof the word " banks."

The names of all co-operative savings-fund and loan associa-

tions heretofore organized are hereby changed by striking out

in each the words "savings-fund and loan association," and in-

serting in place thereof the word " bank "
;
and they shall here-

after be known as ''

co-operative banks."

The first and second sections of this act shall take effect

upon its passage, and the third section upon the first day of

July, in the year eighteen hundred and eighty-three.

SEC. 4. The provisions of sections eighteen, twenty, and

twenty-one of chapter one hundred and six shall apply to such

corporations, except that, in the certificate signed by the Secre-

tary of the Commonwealth, the limit of capital to be accumu-

lated, as fixed in the agreement of association, shall be inserted,

instead of the amount of the capital, that the certificate required

by said section twenty-one to be filed and recorded may be

signed and sworn to by the presiding and financial officers, and

a majority at least of the officers possessing the powers of direct-

ors by whatever name they may be called, and that the fees to

be paid for filing and recording the certificates required by said

section twenty-one, including the issuing of the certificate of

organization, shall be five dollars.

SEC. 5. The capital to be accumulated shall not exceed one

million dollars, and shall be divided into shares of the ultimate

value of two hundred dollars each. The limitation of capital to

be accumulated in any co-operative bank now organized or here-

after formed under the provisions of chapter one hundred and

seventeen of the Public Statutes shall be held to apply to capi-
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tal actually paid in, and no such bank shall be restrained from

issuing shares so long as the capital actually paid in on shares

is not in excess of one million dollars. The shares may be issued

in quarterly, half-yearly, or yearly series, in such amounts and
at such times as the members may determine. No person shall

hold more than twenty-five shares in the capital of any one such

corporation. No shares of a prior series shall be issued after

the issue of a new series.

SEC. 6. The number, title, duties, and compensation of the

officers of the corporation, their terms of office, the time of

their election, as well as the qualifications of electors and the

time of each periodical meeting of the officers and members,
shall be determined by the by-laws ; but no member shall be en-

titled to more than one vote at any election. All officers shall

continue in office until their successors are duly elected, and no

corporation shall expire from neglect on its part to elect officers

at the time prescribed by the by-laws.

In any co-operative bank now or hereafter formed under the

provisions of chapter one hundred and seventeen of the Public

Statutes, the offices of secretary and treasurer may be held by
one and the same person.

SEC. 7. The officers shall hold stated monthly meetings. At
or before each of these meetings every member shall pay to the

corporation, as a contribution to its capital, one dollar as dues

upon each share held by him until the share reaches the ulti-

mate value of two hundred dollars or is withdrawn, canceled

or forfeited. Payment of dues on each series shall commence

from its issue.

SEC. 8. A member may withdraw his unpledged shares at

any time by giving thirty days' notice of his intention so to do,

written in a book held and provided by the corporation for that

purpose. Upon such withdrawal the shareholder's account shall

be settled as follows : From the amount then standing to the

credit of the shares to be withdrawn there shall be deducted all

fines, a proportionate part of any unadjusted loss, together with

such proportion of the profits previously credited to the shares

as the by-laws may provide, and such shareholders shall be paid

the balance : Provided, that at no time shall more than one half

of the funds in the treasury be applicable to the demands of with-
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drawing members without the consent of the directors. The di-

rectors may at their discretion, under rules made by them, retire

the unpledged shares of any series at any time after four years from

the date of their issue by enforcing the withdrawal of the same
;

but whenever there shall remain in any series, at the expiration
of five years after the date of its issue, an excess above one hun-

dred unpledged shares, then it shall be the duty of the directors

to retire annually twenty-five per centum of such excess existing

at said expiration of five years after the date of its issue, so that

not more than one hundred unpledged shares shall remain in

such series at the expiration of nine years from the date of its

issue, and thereafter the directors may in their discretion retire

such other unpledged shares as they consider the best interests

of the bank to require : Provided, that whenever under the pro-

visions of this section the withdrawal of shares is to be enforced

the shares to be retired shall be determined by lot, and the hold-

ers thereof shall be paid the full value of their shares, less all

fines and a proportionate part of any unadjusted loss : Provided,

also, that shares pledged for share loans shall be treated as un-

pledged shares.

Shares may be issued in the name of a minor, and if so issued

may, at the discretion of the directors, be withdrawn, in manner

as provided in section two of this act, by such minor, the parent
or guardian of such minor, and in either case the payments
made on such withdrawals of shares shall be valid. When a

share or shares are held by any one in trust for another, the

name and residence of the person for whom such share or shares

are held shall be disclosed, and the account shall be kept in the

name of such holder as trustee for such person ; and, if no other

notice of the existence and terms of such trust has been given
in writing to the corporation, in the event of the death of the

trustee such shares may be withdrawn by the person for whom
such deposit was made or by his legal representatives.

SEC. 9. When each unpledged share of a given series reaches

the value of two hundred dollars all payments of dues thereon

shall cease, and the holder thereof shall be paid out of the funds

of the corporation two hundred dollars thereof with interest at

the rate of six per cent a year from the time of such maturity
to the time of such payment : Provided, that at no time shall
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more than one half of the funds in the treasury be applicable
to the payment of such matured shares without the consent

of the directors: Provided, further, that when any series of

shares, either pledged or unpledged, reaches maturity between

the dates of adjustment of profits or whenever shares are retired

between such dates, the holders of such shares shall, in addition

to the value thereof, be entitled to interest at the rate of six per
cent per annum for all full months from the date of the preced-

ing adjustment.

Chapter one hundred and seventeen of the Public Statutes is

amended as follows by adding to section nine the following
words :

" And that before paying matured shares all arrears and
fines shall be deducted."

SEC. 10. The moneys accumulated, after due allowance made
for all necessary and proper expenses and for the withdrawal of

shares, shall at each stated monthly meeting be offered to the

members according to the premiums bid by them for priority of

right to a loan. Every member whose bid is accepted shall be

entitled, upon giving proper security, to receive a loan of two

hundred dollars for each share held by him or such fractional

part of two hundred dollars as the by-laws may allow. If a

balance of money remains -unsold after a monthly sale, the

directors may invest the same in any of the securities named in

the second clause of section twenty of chapter one hundred

and sixteen.

SEC. 11. Premiums for loans shall consist of a percentage

charged on the amount lent in addition to interest, and shall be

deemed to be a consideration paid by the borrower for the pres-

ent use and possession of the future or ultimate value of his

shares, and shall, together with interest and fines, be received by
the corporation as a profit on the capital invested in the loan,

and shall be distributed to the various shares and series of said

capital as hereinafter provided.

SEC. 12. A borrowing member, for each share borrowed

upon, shall, in addition to his dues and monthly premium, pay

monthly interest on his loan at the rate of six per cent per
annum until his shares reach the ultimate value of two hun-

dred dollars each, or the loan has been repaid ;
and when said

ultimate value is reached, said shares and loan shall be declared
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canceled and satisfied, and the balance, if any, due upon the

shares shall be paid to the member.

Any corporation organized under said chapter one hundred

and seventeen may provide in its by-laws that the bid for loans

at its stated monthly meeting shall, instead of a premium, be a

rate of annual interest upon the sum desired, payable in monthly
installments. Such bids shall include the whole interest to be

paid, and may be at any rate not less than five per centum per

annum.

SEC. 13. For every loan made, a note secured by first mort-

gage of real estate shall be given, accompanied by a transfer

and pledge of the shares of the borrower. The shares so pledged
shall be held by the corporation as collateral security for the

performance of the conditions of said note and mortgage. Said

note and mortgage shall recite the number of shares pledged
and the amount of money advanced thereon, and shall be con-

ditioned for the payment, at the stated meetings of the cor-

poration, of the monthly dues on said shares, and the interest

and premium on the loan, together with all fines on payments
in arrears until said shares reach the ultimate value of two

hundred dollars each, or said loan is otherwise canceled and

discharged : Provided, that the shares, without other security,

may, in the discretion of the directors, be pledged as security

for loans, to an amount not exceeding their value as adjusted
at the last adjustment and valuation of shares before the time

of the loan.

If the borrower neglects to offer security satisfactory to the

directors within the time prescribed by the by-laws, his right to

the loan shall be forfeited, and he shall be charged with one

month's interest and one month's premium at the rate bid by
him, together with all expenses, if any, incurred ;

and the money
appropriated for such loan may be reloaned at the next or any

subsequent meeting.
SEC. 14. A borrower may repay a loan at any time, upon

application to the corporation, whereupon, on settlement of his

account, he shall be charged with the full amount of the orig-

inal loan, together with all monthly installments of interest,

premium and fines in arrears, and shall be given credit for the

withdrawing value of his shares pledged and transferred as
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security ;
and the balance shall be received by the corporation

in full satisfaction and discharge of said loan : Provided, that

all settlements made at periods intervening between stated meet-

ings of the directors shall be made as of the date of the stated

meeting next succeeding such settlement ; and, Provided, that

a borrower desiring to retain his shares and membership may
at his option repay his loan without claiming credit for said

shares, whereupon said shares shall be retransferred to him,
and shall be free from any claim by reason of said canceled

loan. Partial payment of loans on real estate made by any

co-operative bank may be received in sums of fifty dollars or

any multiple thereof
;
and for each two hundred dollars so re-

paid one share of stock shall be released from pledge.

SEC. 15. Members who make default in the payment of their

monthly dues, interest, and premiums, shall be charged a fine

not exceeding two per cent, a month on each dollar in arrears.

No fines shall be charged after the expiration of six months

from the first lapse in any such payment, nor upon a fine in

arrears. The shares of a member who continues in arrears

more than six months shall, at the option of the directors, if

the member fails to pay the arrears within thirty days after

notice, be declared forfeited, and the withdrawing value of the

shares at the time of the first default shall be ascertained, and,

after deducting all fines and other legal charges, the balance

remaining shall be transferred to an account to be designated
the " Forfeited Share Account," to the credit of the defaulting

member. Said member, if not a borrower, shall be entitled,

upon thirty days' notice, to receive the balance so transferred

without interest from the time of the transfer, in the order of

his turn, out of the funds appropriated to the payment of with-

drawals. All shares so forfeited or transferred shall cease to

participate in any profits of the corporation accruing after the

last adjustment and valuation of said shares before said first

default.

SEC. 16. If a borrowing member is in arrears for dues, inter-

est, premium or fines, for more than six months, the directors

may, at their discretion, declare the shares forfeited, after one

month's notice, if the arrears continue unpaid. The account of

such borrowing member shall then be debited with the arrears



APPENDIX. 243

of interest "
premium," and fines of date of forfeiture, and the

shares shall be credited upon the loan at their withdrawing
value. The balance of the account may, and after six months

shall, be enforced against the security, and be recovered as se-

cured debts are recovered at law.

SEC. 17. The general accounts of every such corporation

shall be kept by double entry. All moneys received by the cor-

poration from each member shall be receipted for by persons

designated by the directors, in a pass-book provided for by the

corporation for the use of, and to be held by, the member
; and

said pass-book shall be plainly marked with the name and resi-

dence of the holder thereof, the number of shares held by him,

and the number or designation of the series or issue to which

said shares respectively belong, and the date of the issue of

such series. All moneys so received shall be originally entered

by the proper officer in a book to be called the "
cash-book," to

be provided by the corporation for the purpose, and the entries

therein shall be so made as to show the name of the payer, the

number of shares, the number or designation of the series or

issue of the particular share or shares so entered, together with

the amount of dues, interest, premiums, and fines paid thereon,
as the case may be. Each payment shall be classified and en-

tered into a column devoted to its kind. Said cash-book shall

be closed after the termination of each stated meeting, and
shall be an exhibit of the receipts of all moneys paid at said

meeting. All payments made by the corporation for any pur-

pose whatsoever shall be by order, check, or draft upon the

treasurer, signed by the president and secretary, and indorsed

by the persons in whose favor the same are drawn. The name
of the payee, the amount paid, and the purpose, object, or thing
for which the payment is made, together with its date, shall be

entered on the margin of said order, check, or draft. The treas-

urer shall dispose of and secure the safe keeping of all moneys,

securities, and property of the corporation, in the manner des-

ignated by the by-laws, and the treasurer and secretary shall

give such security for the faithful performance of their respect-
ive duties as the by-laws may direct.

SEC. 18. The profits and losses may be distributed annually,

semi-annualy, or quarterly, to the shares then existing, but shall
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be distributed at least once in each year, and whenever a new
series of shares is to be issued. Profits and losses shall be dis-

tributed to the various shares existing at the time of such dis-

tribution, in proportion to their value at that time, and shall be

computed upon the basis of a single share fully paid to the date

of distribution. Losses shall be apportioned immediately after

their occurrence.

At each periodical distribution of profits the directors shall

reserve as a guarantee fund a sum not less than one nor more
than five per cent of the net profits accruing since the next pre-

ceding adjustment, until such fund amounts to five per cent of

the dues capital, which fund shall thereafter be maintained and
held

; and said fund shall be at all times available to meet losses

in the business of the corporation from depreciation of its

securities or otherwise.

SEC. 19. Any such corporation may purchase at any sale,

public or private, any real estate upon which it may have a

mortgage, judgment, lien, or other incumbrance, or in which it

may have an interest
;
and may sell, lease, convey, or mortgage,

at pleasure, the real estate so purchased to any person or persons

whatsoever. All real estate so acquired shall be sold within five

years from the acquisition of the title thereto.

SEC. 20. The commissioners of savings-banks shall perform
in reference to every such corporation, the same duties, and shall

have the same powers, as are required of or given to them in

reference to savings-banks, and shall annually make a report to

the General Court of such facts and statements respecting such

associations, and in such forms as they deem that the public

interest requires. Every officer of such corporation shall answer

truly all inquiries made, and shall make all returns required by
the commissioners.

OHIO.

LAWS OF OHIO RELATING TO BUILDING ASSOCIATIONS.

SECTION 3833. A corporation organized for the purpose of

raising money to be loaned among its members for use in buying
lots or in building and repairing, or other purposes, may levy,



APPENDIX. 245

assess, and collect from its members such sums of money, by
rates of stated dues, fines, interest and premiums on loans, or

may otherwise raise money as the corporation by its constitution

and by-laws shall provide ;
and it may acquire, hold, incumber

and convey all such real estate and personal property as may be

legitimately pledged to it on such loans, or may otherwise be

transferred to it in the due course of its business
;
but the dues,

fines and premiums so paid by its members, although in addition

to the legal rate of interest on loans taken by it, shall not be

construed to make the loans so taken usurious ;
and no person

shall hold more than twenty shares in any such corporation in

his own right.

SEC. 3834. Such corporation may receive on deposit all sums

of money offered for that purpose, on such terms, and at such

rates of interest, not exceeding the legal rate, as may be pre-

scribed by the board of directors, and loan the same pursuant to

the preceding section.

SEC. 3835a. So much of the earnings as may be necessary

shall be set apart to defray the current expenses of the corpora-

tion, and a portion of the earnings, to be determined by the

board of directors, shall be reserved annually or semi-annually

for the payment of contingent losses, and the residue of such

earnings or dividends shall be transferred to the credit of all

members, to be paid to them at such times, and in such manner,

and in such proportions as the corporation by its constitution

and by-laws in conformity with this act may provide ;
and upon

the cancellation of any share or shares that have been fully paid,

the corporation shall pay to such member or members their pro
rata share of so much of the reserve fund as has been accumu-

lated during the membership and remains therein at the time of

the termination of the membership of such member or mem-
bers.

SEC. 3835b. Such corporation shall be authorized to provide

in its constitution and by-laws, rules and regulations, for the

terms of membership ;
for the annual subscribing shares of

stock therein; for an annual or semi-annual division of the

earnings of the dividends or earnings among the members ; for

a rebate of interest at the end of each year on the amount of

dues paid on loans
;
for the sale of money ;

for the time and
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amount of the payment of dues, interest, premiums, fines, and

other assessments; for the withdrawal of non-borrowing members,
and also for the withdrawal of non-borrowing members of part

payments on their shares of stock ;
for the cancellation of the

securities of borrowing members upon demand being made by
them or their legal representatives.

SEC. 3835c. All adjustments of loans between such corpora-

tion and its borrowing members shall be upon the following

terms, to wit : After the premium for one year has been paid,

and also the interest and premium on such loans up to the day
of settlement, the borrowing member shall pay to the corpora-

tion an amount which, added to the dues and dividends cred-

ited, will equal the sum actually borrowed
;
and also such fines

and other assessments as are provided for by the constitution

and by-laws of such corporation.

SEC. 3835d. The stock or shares of individual members or

depositors of such corporation shall be considered and held as

credits, and the said members and depositors, individually, shall

list for taxation the number of shares held by them, and the

true value thereof in money, on the day preceding the second

Monday in April in each year, and the same shall be assessed at

such valuation and taxes as other property.

SEC. 3835e. Any building association, after at least three

fourths of its capital stock is fully subscribed and taken, may
increase its capital stock by a vote of its board of directors, a

majority of the members of such board of directors voting in

favor thereof ;
and a certificate of such action of the board of

directors shall be filed with the Secretary of State.

SEC. 3836. All shares of stock held in such corporations by
or in the name of a minor, shall, upon application therefor, be

paid to such minor or persons who hold such shares of stock for

the minor, and the same shall be valid payment.
Passed May 8, 1886.

(Ohio Laws V, pp. 116, 117.)
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FOKMS.
No. 1.

We submit the following as a form for suitable by-laws for

an association incorporated under the New York act of 1887.

They are, in fact, the by-laws of the Elmira Co-operative Sav-

ings and Loan Association, organized in 1888, and were drawn

by us with much care
;
and supplement the act of 1887 in those

matters left to the discretion of the association by the act, ac-

cording to our conception of the true co-operative savings and

loan association. They can be readily modified to meet the

wishes of those who may differ with us on minor details.

The certificate of incorporation (see form in Chapter VII)
fixes the name and place of doing business, hence they are not

given in the by-laws.

BY-LAWS OP THE CO-OPERATIVE SAVINGS AND
LOAN ASSOCIATION.

Officers.

SECTION 1. The officers of this association shall be a Presi-

dent, Vice-President, Treasurer, Secretary, a Board of Directors,

and an Attorney.
SEC. 2. The Board of Directors shall consist of thirteen mem-

bers of whom nine shall be elected, and the President, Vice-

President, Treasurer and Secretary shall be ex-officio members.

SEC. 3. The Attorney shall be appointed and removed at

pleasure by the Board of Directors; all other officers shall be

elected annually by ballot by the stockholders. In case of va-

cancies, the Board of Directors may fill the same until the next

annual election.

SEC. 4. The President shall preside at all meetings of the

stockholders and of the Board of Directors
; sign all certificates

of stock, and all orders upon the Treasurer for the payment or

appropriation of moneys, and perform all other duties usually

appertaining to such office.
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SEC. 5. The Vice-President, in the absence or disability of

the President, shall perform the duties of President.

SEC. 6. The Treasurer shall be the custodian of all funds,

securities, contracts and deeds belonging to the association, sub-

ject however to the direction of the Board of Directors. He
shall receipt for all moneys paid to him, and pay all orders or

drafts upon him, ordered by the Board of Directors and signed

by the President and attested by the Secretary. He shall keep
suitable and accurate books of account of all his transactions,

and make a report of the finances of the association at each

stated meeting of the Board of Directors, which report shall be

filed by the Secretary and entered in the minutes of the meet-

ing. His books of accounts shall be subject to the call and in-

spection of the Board of Directors at any time and shall be sub-

ject to the inspection of any stockholder at all reasonable hours.

He shall give a bond with at least two sureties, one or more of

whom shall not be connected with the bank where he deposits

the funds of the association, in an amount prescribed by the

Board of Directors, and in form, and with sureties and the suffi-

ciency thereof, subject to their approval. At the expiration of

his term of office, he shall deliver to his successor in office,

within five days after the qualification of such successor, all

moneys, books and papers of the association in his possession.

SEC. 7. The Secretary shall be present at all meetings of the

stockholders and Board of Directors in person, or shall have a

proxy from the Board of Directors, and keep correct minutes of

the proceedings, which shall be transcribed into a suitable min-

ute-book and read at the next meeting for the approval of the

Board. He shall also keep a stock ledger wherein shall appear
a minute of every certificate of stock issued and all transfers

until surrendered
;
also an order-book, showing date, the amount,

what given for, and the payee of all orders attested by him
;

also a security-book, wherein shall appear a minute of all secur-

ities taken by the association ;
also a dues, interest and fine

book, wherein shall appear the amount due from and paid by
each shareholder at each meeting for the receipt, of dues. He
shall make a monthly report of the number of shares outstand-

ing, and such other facts as the Board of Directors may require.

He shall make a detailed report of the business of the associa-
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tion at each annual meeting, and at all meetings when required

by the Board of Directors or President. His books shall be

open for inspection by any stockholder at all reasonable hours.

He shall have charge of the publications and the correspondence

of the association, and shall deliver to his successor in office,

within five days after the qualification of such successor, all

books and papers in his possession belonging to the association.

SEC. 8. A Finance Committee of three members shall be

appointed by the President from the nine elected members of

the Board, who shall serve for four months
;
a second and a

third committee shall be appointed in the same manner during
the year ;

such committees shall be so arranged -that each of

said nine directors shall serve upon a committee for four months

during the year. The President and Vice-President shall at all

times be members ex officio of this committee.

SEC. 9. The Attorney shall examine the abstracts of title,

procured from the County Clerk, to all real estate which has

been offered to the association as security for loans and approved

by the Finance Committee, and, if found satisfactory, he shall

indorse his approval thereon. He shall prepare all securities

given to the association and cause all mortgages to be recorded

as soon as delivered. His charges for such services shall be rea-

sonable and paid by the borrower, unless the Board otherwise

direct. He shall meet with the Board of Directors when re-

quested, but shall have no vote.

SEC. 10. No officer, other than the Treasurer, Secretary, and

Attorney, shall receive compensation for any services rendered

by him. The salaries of the Treasurer and Secretary shall be

fixed by the Board of Directors. The Attorney shall not be

entitled to compensation for his attendance upon the ordinary
stated meetings of the Board of Directors, stockholders, or

Finance Committee. All officers and committees shall be en-

titled to all expenses necessarily incurred by them in the proper

discharge of their duties.

SEC. 11. The Board of Directors, by a two-thirds vote, shall

have power to suspend any officer of the association, for cause,

which shall be stated in writing and served upon him at the

time of such suspension ; whereupon a special meeting of the

stockholders shall be called to consider such suspension, and at

17
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such special meeting, or a meeting adjourned therefrom, the

offending officer shall be reinstated or removed by a majority
vote of the stock represented at such meeting.

Meetings.

SEC. 12. The annual meetings of the shareholders of the

association shall be held on the first Monday evening in the

month of February in each year for the election of officers and
the transaction of the b'usiness of the association.

SEC. 13. Special meetings of the shareholders shall be con-

vened by the President, at the written request of ten sharehold-

ers. A notice of such meeting, stating the time, place, and busi-

ness to be brought before the meeting, shall be mailed by the

Secretary, postage prepaid, to each shareholder, at his post-

office address as it appears upon the books of the association, at

least five days before the date of such meeting. In event such

special meeting is desired to consider the suspension of the

President, such special meeting shall be called by the Secretary.

SEC. 14. The stated monthly meeting of the Board of Direct-

ors shall be held on the second Monday evening in each month.

The Finance Committee of the Board shall meet the same even-

ing, from seven to nine o'clock, to receive dues and any other

moneys due or payable to the association. The whole Board

shall convene immediately following the receipt of dues, etc.,

and bidding for loans.

SEC. 15. Special meetings of the Board of Directors may be

called at any time by the President, and shall be called by him

on the written request of three directors. At least twenty-four

hours' notice of a special meeting of the Board shall be given

orally by the Secretary, or by leaving a written notice of such

meeting at the business place or the residence of each director.

SEC. 16. Five members of the Board shall constitute a quorum
for the transaction of all business, except the suspension of an

officer, the loaning of money to another association, and the

borrowing of money by the association.

SEC. 17. The Finance Committee shall meet at seven and

one-half o'clock on each Friday evening following the monthly

meeting of the Board of Directors, for the purpose of passing

upon the sufficiency of the securities offered for the loans bid
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off at such monthly meeting. The Secretary and Attorney shall

meet with the Committee, but shall have no vote.

Stock, Entrance Fee, and Transfer Fee.

SEC. 18. The stock of the association shall be issued in yearly

series, and each shareholder shall be entitled to a certificate of

the shares of stock held by him or her, issued in the name and

under the seal of the association, and signed by the President

and Secretary. The series, beginning with the first issued, shall

be numbered in regular order one, two, three, and so on and
the certificate shall plainly state the number of the series in

which the shares are issued. An entrance fee of twenty-five

cents shall be charged for each share of stock issued. A certifi-

cate of unpledged shares of stock may be transferred by assign-

ment, in person or by attorney, in the presence of the President

or Secretary, and the assignment shall be minuted upon the

stock-book of the association and indorsed upon the certificate,

and the assignee, by signing the by-laws and paying a transfer

fee of ten cents a share, shall become a member of the asso-

ciation.

SEC. 19. A certificate of stock upon which a loan has been

made, may be transferred in the same manner as in the last sec-

tion described, subject to the rights of the association in the

following case : First, where the assignee, in case of a real-estate

loan, has purchased the mortgaged property and assumed the

payment of the mortgage ; second, where the loan is secured by
the stock transferred and the assignee assumes the payment of

the loan and makes his bond to the association for such payment.

Payment of Dues, etc.

SEC. 20. At the request of the Finance Committee, the Secre-

tary and Treasurer shall aid them in the receipt of dues, etc.

One member of the Committee at the time the dues and other

payments are made shall receipt for the same in a pass-book,

which shall be given to the shareholder with his certificate of

stock ;
while another member of the Committee shall check off

the amount paid from the dues, interest and fine book which

the Secretary shall have at such meeting. At the close of the

meeting for the receipt of dues, etc., the Committee shall turn



252 CO-OPERATIVE SAVINGS AND LOAN ASSOCIATIONS.

over the funds received to the Treasurer and take his receipt
therefor.

SEC. 21. The Finance Committee or any other officer shall

not receive dues or other payments due the association at any
other time than at the stated meetings, except the Treasurer

may receive payments of loans under the provisions of section

ten of the act under which this association is formed and incor-

porated.

SEC. 22. Whenever a shareholder shall be in arrears for dues,

interest and fines, and a payment shall be made insufficient to

square them all, the payment shall first be applied to the pay-
ment of the fines, and second to dues and interest in equal

parts.
Fines.

SEC. 23. For every dollar of dues, interest and fines which a

shareholder neglects or refuses to pay, he shall pay a fine of ten

cents for each month in arrears. In the case of the death of the

shareholder his estate shall not be chargeable with fines for non-

payment of dues at the stated monthly meeting of the Board

immediately following such death, nor shall any fines be im-

posed in such case at any subsequent meeting for the receiving
of dues unless the personal representatives of such deceased

shareholder or their assigns shall elect to carry the shares of

stock of the deceased shareholder ; but such shares shall be with-

drawn and their withdrawal value computed, as prescribed in

section twenty-six hereof, to the date of such death, shall be due

and payable to his personal representatives at the first stated

monthly meeting of the Board following the service of a written

demand therefor upon the Secretary or as soon thereafter as the

association shall have funds applicable to the payment of with-

drawing stock.

SEC. 24. The successful bidder for a loan at the stated meet-

ings shall immediately furnish to the Board a written descrip-

tion of the security which he proposes for his loan. The same

shall pass without a motion to the Finance Committee unless

the Board of Directors shall by a unanimous vote decide to pass

upon the sufficiency of the security offered forthwith. The

Board may also direct that the Finance Committee report to

the Board for their determination upon the sufficiency of the
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security. In all other cases the Finance Committee shall per-

sonally examine the real estate offered as security and appraise

the value thereof before the time fixed for their meeting to pass

upon its sufficiency as a security ; and if at their meeting they

approve of the security as to its value and the Attorney shall ap-

prove of the title, the loan shall be made without further action

by the Board of Directors
;
and when the mortgage has been

placed in the Clerk's office for record, the President shall sign

and the Secretary shall attest and deliver an order upon the

Treasurer for the amount going to the borrower upon his loan.

All the securities for the loan shall thereupon be delivered to

the Secretary, who shall enter the same at once in the security-

book, and the Secretary shall thereupon deliver the same with

all assignments and abstracts of title and insurance papers to

the Treasurer.

SEC. 25. Action upon security offered for loans shall not be

had by the Finance Committee or by the Board of Directors in

the presence of the borrower. If a borrower shall fail to offer

satisfactory security for his proposed loan before the next stated

meeting, his right to a loan upon his bid shall be forfeited un-

less the Board otherwise direct.

Dividends.

SEC. 26. The Board of Directors, at a meeting held subse-

quent to the last stated monthly meeting in the fiscal year and

before the annual meeting, shall declare a dividend distributing

the profits since the last dividend, under the provisions of section

fifteen of the said act under which the association is incorpo-

rated. They shall also at said meeting, or a meeting adjourned
therefrom and held before the annual meeting, determine the

withdrawal value of the shares of stock until the next distribu-

tion of profits. In determining such withdrawal value they
shall allow to all shares over two years of age at least seventy-

five per cent of the profits which have accrued and have been

added to the value of the shares and as much more as to them

shall seem wise. They shall have discretionary power to make
the percentage of profits withdrawn uniform upon all such

shares or increase the same as the shares increase in age. In

the case of shares not over two years of age at the time of de-
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termining the withdrawal value, they shall allow, in lieu of a

percentage of profits, interest upon the dues paid in at a rate of

not less than four and a half per cent per annum. Such with-

drawal value shall be reported at the annual meeting, and take

effect on the date of the first monthly meeting thereafter
;
and

upon all withdrawals made until the next annual meeting, in

addition to such withdrawal value, interest shall be paid upon
the withdrawal value of the shares and upon all dues paid sub-

sequent to said annual meeting, together with such dues, at the

rate of four per cent per annum.
SEC. 27. The President at the last monthly meeting in the

fiscal year shall appoint an auditing committee of three share-

holders, who are not officers, to examine the accounts of the

Treasurer and Secretary and report thereon to the annual meet-

ing. He shall also appoint a committee of three stockholders,

not officers, to make an examination of their accounts at any
time during the year when so required in writing by ten share-

holders
;
and he may appoint such committee at any time upon

his own motion.

SEC. 28. No officer shall have power to make an expenditure

or incur any liability on behalf of the association without au-

thority given therefor by the Board of Directors.

SEC. 29. Every order drawn upon the Treasurer shall be

dated when made and state the payee and the purpose for which

it is drawn, and a stub from which the order shall be detached

shall contain a statement of the same facts.

SEC. 30. These by-laws may be altered or amended at any
annual or special meeting of the shareholders by a two-thirds

vote of the shareholders present.

No. 2.

The following is a copy of the by-laws of the Guardian Co-

operative Bank of Boston, Massachusetts. D. Eldridge, Esq.,

its Secretary and Treasurer, and one of the most conspicuous

men in Massachusetts at this time, in extending this form of co-

operation and insisting upon correct methods in the transaction

of their business, recommends these by-laws as proper in form

and matter under the Massachusetts law :
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ARTICLE I.

NAME AND OBJECT.

This corporation shall be known by the name of " The Guard-

ian Co-operative Bank," and its object shall be the accumulation

of a capital in money, to be derived from savings and accumu-

lations of the members thereof, to be paid into said corporation

in fixed periodical installments, and the lending of such funds

so accumulated to its members, in accordance with the provis-

ions of chapter one hundred and seventeen of the Public Stat-

utes of the year eighteen hundred and eighty-one of the Legis-

lature of Massachusetts.

AETICLE II.

CAPITAL STOCK.

The capital stock of the corporation (to be accumulated)
shall be one million dollars, and shall be divided into shares of

the ultimate value of two hundred dollars each, which shall be

issued in quarterly, half-yearly, or yearly series, as the members

may determine.

ARTICLE m.
LOCATION.

This corporation shall be located in the city of Boston, Massa-

chusetts, and the office or place of business or meeting shall be

determined by the Board of Directors.

ARTICLE IV.

OFFICERS AND THEIE DUTIES.

SECTION 1. The officers of this corporation shall consist of a

President, a Vice-President, a Secretary, who shall be Clerk of

the Corporation, a Treasurer, and fifteen Directors, all of whom
shall constitute a Board of Directors, and each of whom must be

a shareholder. The offices of Secretary and Treasurer may be

held by one and the same person. After the first election they
shall be elected by the shareholders at the annual meeting, and
shall continue in office and perform their respective duties until

their successors are duly elected. In case of vacancy in the

office of President, Vice-President, Secretary, or Treasurer by
death, resignation or otherwise, the remaining members of the

Board of Directors shall make such temporary appointment as
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may be absolutely necessary to carry on the business of the cor-

poration, and immediately call a special meeting of the share-

holders for the purpose of electing such new officer or officers

as may be necessary to fill the aforesaid vacancy or vacancies

for the unexpired term. All other vacancies may be filled by
the remaining members of the Board.

SEC. 2. The Board of Directors shall have the general manage-
ment of the business of the corporation. They shall make an an-

nual report at the annual meeting of the affairs of the corporation.

SEC. 3. The President shall preside at all regular and special

meetings of the corporation and of the Board of Directors. The
Vice-President shall, in the absence of the President, perform
all his duties. In the absence of the President and Vice-Presi-

dent, the Board of Directors may elect a presiding officer pro

tempore. The President shall, immediately after the annual

meeting, nominate from the Board of Directors, subject to con-

firmation separately by the Board, for a term of one year, two

competent persons who shall constitute a Finance Committee,
and the first named of whom shall be chairman. The duties of

the Finance Committee shall be to examine the general expense
bills of the corporation, and, if necessary, to assist the Secretary
in receiving *the money paid at the regular monthly meetings,
with such other duties as the President may designate. The
President shall also, immediately after the annual meeting,
nominate from the Board of Directors, subject to confirmation

separately by the Board, for a term of one year, five com-

petent persons who shall constitute a Security Committee, and

the first named of whom shall be chairman. The duties of the

Security Committee shall be to examine the real estate offered

as security for loans, and to report in writing as to its value,

and whether, in their opinion, the corporation can safely loan

the amount applied for. The actual expenses of the Security
Committee shall be borne by the corporation, provided that, in

case of more than ordinary expenses, the borrower shall pay a

portion thereof, if the Board of Directors grant the loan condi-

tioned upon such partial payment of expenses. The personal
examination by the Security Committee, of any parcel of real

estate offered as security for loans, may be omitted by special

vote of the Board of Directors.
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No member of the Security Committee shall make official

report upon any property, offered as security for a loan, in

which he has a personal interest.

SEC. 4. The Secretary shall keep correct records of the meet-

ings of the corporation and of the Board of Directors. He shall

receive all moneys due the corporation, and pay the same

promptly to the Treasurer.

He shall be the corporation's book-keeper, and have charge
of all books and papers necessary to the performance of his

duties, and shall turn over to his successor in office all such

books and papers within two weeks after the election of such

successor. He shall notify the directors of all special meetings
of the Board, and all shareholders of the regular and special

meetings of the corporation. Notice of all regular and of every

special meeting of the corporation shall be published by the

Secretary not less than three times, one being a Saturday, in

one or more daily newspapers published in Boston, the first

publication thereof to be not less than one week previous to

such meeting Such notice shall state the day, hour, place, and

business of such meeting. He shall prepare the annual report
for the Directors.

He shall perform such other duties as the Board of Directors

may determine. He shall receive such compensation for his

services as the Board of Directors may determine, and shall be

paid the same in monthly installments. He shall furnish se-

curity satisfactory to the Board of Directors, for the faithful

performance of his duties. In the absence of the Secretary
from a monthly meeting, the President shall appoint a Secre-

tary pro tempore.

SEC. 5. The Treasurer shall receive from the Secretary all

moneys paid to the corporation, and give his receipt therefor.

He shall pay all drafts of the Secretary, when signed by the

proper officers. He shall be the custodian of all deeds, mort-

gages, mortgage-notes, policies of insurance, or other securities

of the corporation, except his own bond, which shall be in the

custody of the President. He shall keep a correct account of

all moneys received and paid, and shall make a written report of

the same at each monthly meeting of the Directors. His books

shall at all times be open to the inspection of the Directors.
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He shall furnish security, satisfactory to the Board of Di-

rectors, for the faithful performance of his duties. He shall

receive such compensation for his services as the Board of Di-

rectors may determine.

Upon the expiration of his term of office, or in the event of

his death, or his resignation, or removal from office, he, or his

legal representatives, shall deliver to his successor all books,

moneys, papers, and other property of the corporation.

SEC. 6. The Board of Directors snail appoint an attorney, who
shall examine all titles to property offered as security for loans,

and shall prepare all papers of a legal nature required by the

corporation. In case of loans, the member offering security

therefor shall pay the attorney's fees, whether the security is

accepted or rejected, subject to decision by the Board of Di-

rectors in case of dispute as to the amount of the attorney's

charges.
AET1CLE V.

REGULAR MEETINGS.

The annual meeting of the shareholders shall be held on the

first Friday in June, in each and every year, at half-past seven

o'clock, p. M. Monthly meetings of the Board of Directors shall

be held on the first Friday in each and every month, at half-

past seven o'clock, p. M., for the purpose of transacting any busi-

ness that may be necessary. If either of said Fridays shall be a

legal holiday, or observed as such, the meeting may be held on

such other evening of the same week as the Board of Directors

may designate, provided that notice of the change shall be given
at the next preceding monthly meeting.

The shareholders shall meet on the first Friday in May, in

each and every year, at half-past seven o'clock, p. M., for the

purpose of making nominations for officers and Auditors for the

ensuing fiscal year. In case of failure on the part of the share-

holders to nominate a sufficient number to fill the various offices

(including Auditors), it shall then become the duty of the Board

of Directors to complete the list. The Secretary shall cause the

list of nominees to be printed for use as ballots at the annual

meeting, none being eligible except the nominees.

All elections shall be by ballot, and no member shall be en-

titled to vote at any election who has not been a member one
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month, nor shall the name of any person not a member be

placed upon the list of nominees. At all elections a check list

shall be used, and the polls shall be open from half-past seven

o'clock, P. M., to nine o'clock, p. M., and be in charge of two or

more members appointed by the presiding officer. No share-

holder shall vote by proxy.

ARTICLE VI.

SPECIAL MEETINGS.

A special meeting of the shareholders shall be called by the

Secretary upon the written petition of ten shareholders, ad-

dressed to the Board of Directors, setting forth the cause for

such special meeting, provided that none of said ten members

are in arrears on any account, and provided further, that each

of them shall have been a shareholder one month, and provided,

that at said special meeting, if called, no business shall be trans-

acted except that for which the meeting was called as set forth

in the petition. In the absence of the President and Vice-Presi-

dent from such special meeting, the shareholders present may
appoint a presiding officer pro tempore.

Special meetings of the shareholders may be called by the

President, or by the Board of Directors.

AETICLE VII.

QUORUM.

Twenty-five shareholders, or a majority of the actual number

of shareholders shall constitute a quorum in special or regular

meetings of the corporation.

Nine members or a majority of those actually in office, shall

constitute a quorum of the Board of Directors, provided, that

moneys may be received and loaned at the monthly meetings
without a quorum of the Directors.

ARTICLE VIII.

AUDITORS.

There shall be three Auditors elected annually at the annual

meeting, to serve one year. Their duties shall be to examine

and audit the books, accounts and vouchers of the Secretary and

Treasurer, and certify as to the correctness of the same at or
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before the annual meeting next following their election. They
shall have power to make partial or special reports at any regu-

lar monthly meeting. Vacancies occurring from any cause

shall be filled for the unexpired term by the Board of Directors,

No person shall serve as an Auditor and Director at the same

time. The Directors shall appoint Auditors to serve until the

first annual meeting.

ARTICLE IX.

SEAL.

The corporate seal shall consist of the name and location of

the corporation, and the date of its charter, the whole to be

surrounded by an ornamental circular border. It shall be pro-

duced by a single impression of an embossing press. It shall

be in the custody of the Treasurer, and he shall see that it is

affixed to all official papers that require it.

ARTICLE X.

FINES.

In default of the monthly payment of dues, interest or

premiums, the shareholder shall be subject to a fine of two cents

per month upon each and every dollar, or fractional part thereof

not less than fifty cents, in arrears.

ARTICLE XI.

TRANSFER FEES.

One or more shares held in the name of one person in any
one series of stock, may be transferred to another person upon

payment of a fee of twenty-five cents for each transfer.

ARTICLE XII.

LC&NS ON REAL ESTATE.

Each and every shareholder is entitled to a loan of two

hundred dollars upon each share held by him unpledged, and

not in arrears on any account. All money subject to loan shall

be offered at competitive sale by the President or some person

designated by him, at each regular monthly meeting of the

Directors. All loans shall be in sums of fifty dollars or its mul-

tiple and all interest and premiums shall be payable monthly in

advance. Any person shall forfeit his right to a loan if, after
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successfully bidding for the money, he shall fail to furnish sat-

isfactory security before the next succeeding monthly meeting,

provided that the right to said loan may be continued while the

interest and premium are actually paid in advance.

ARTICLE XIII.

SECURITY FOR REAL-ESTATE LOANS.

No single parcel of real estate shall be taken as security for

loans to two or more members. Two or more parcels of real

estate may be taken as security from one borrower.

All real estate taken as security for loans, must be located in

the State of Massachusetts. No borrower shall pledge more than

one series of shares for any one loan.

ARTICLE XIV.

LOANS ON SHARES.

Loans on shares are made under the following statutory pro-

vision :
" The shares, without other security, may in the discre-

tion of the directors be pledged as security for loans, to an
amount not exceeding their value as adjusted at the last adjust-

ment and valuation of shares before the time of the loan."

ARTICLE XV.
BIDS FOR LOANS.

The bids for loans shall be in sums of five cents or its multi-

ple, per share per month.

No sum greater than $2,000 shall be taken upon one bid.

No more than one loan shall be claimed upon one bid.

ARTICLE XVI.

INSURANCE.

All buildings upon real estate taken as security for loans

shall be insured against fire for the benefit of the corporation at

the expense of the borrower. All policies shall be in the cus-

tody of the Treasurer, and he shall see that no policy is suffered

to lapse.
ARTICLE XVII.

WITHDRAWALS.

Shares may be withdrawn upon one month's notice, when the

shareholder's account shall be settled as follows: From the
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amount then standing to the credit of the shares to be with-

drawn, there shall be deducted all fines, a proportionate part of

any unadjusted loss, and one fourth of all the profits which

have been placed to the credit of said shares, and he shall be

paid the balance. A notice to withdraw shall become null and
void if not acted upon within two months.

ARTICLE XVIII.

RETIRING OF SHARES.

When in the discretion of the Board of Directors it is deemed

expedient to retire the unpledged shares of any series, (as pro-

vided by statute) notice of their intention to do so shall be sent

by mail to each holder of such shares one month prior to the

retirement, and such shareholders shall be notified by mail of

the result of the drawing.

ARTICLE XIX.

LOST OR STOLEN PASS-BOOKS.

In case a pass-book is lost or stolen, immediate information

of the same must be given to the Secretary. As the officers of

this corporation may be unable to identify every shareholder,

the corporation will not be responsible for loss sustained, when
the shareholder fails to notify the officers that his pass-book
has been lost or stolen, if his shares shall be fraudulently with-

drawn by another, provided, that in case of the alleged loss or

theft of a pass-book, the Finance Committee may at their dis-

cretion authorize the issue of a duplicate, or may authorize the

payment of the shares without the pass-book if withdrawn in

full, but may in either case require a bond to indemnify the cor-

poration for any loss it may sustain on account of the lost or

stolen pass-book.

ARTICLE XX.
PRICE OF SHARES.

The price of the shares of this corporation shall be as fol-

lows : On the date of issue, $1.00 ;
on the second month, $2.02 ;

on the third month, $3.06 ;
on the fourth month, $4.12 ;

on the

fifth month, $5.20 ;
on the sixth month, $6.30 ; provided that

shares issued to qualify a borrower, the price shall be $1.00,

$2.00, $3.00, $4.00, $5.00 and $6.00 respectively.
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ARTICLE XXI.

DISCHARGES OF MORTGAGES.

Any mortgage held by this corporation may be discharged

by the Secretary or the Treasurer upon the receipt of the

amount due thereon, provided that the discharge shall be ap-

proved in writing by one Director.

AETICLE XXII.

AMENDMENTS.

These by-laws may be amended by a two-thirds vote of the

members present and voting at a regular or special meeting,

provided, that the proposed amendments shall have been sub-

mitted to the corporation in writing at a meeting held at least

four weeks previous to action on the same.

No. 3.

The following are the articles of association or constitution

of The People's Building and Loan Association of the town of

Harrison in New Jersey.

This is one of the most successful associations in that State.

It was organized in 1873, and adopted the serial plan of issuing

its stock in August, 1874. It is a model constitution for the

scheme which it embodies.

CONSTITUTION.

ARTICLE I.

TITLE AND OBJECT.

This association shall be denominated " THE PEOPLE'S BUILD-

ING AND LOAN ASSOCIATION OF THE TOWN OF HARRISON." Its

object is to provide a means for the regular, safe and profitable

investment of the savings of its members ; and, by these savings,

to accumulate a fund for the purpose of making loans to stock-

holders, whereby they may be enabled to build or provide for

themselves dwelling-houses, or to purchase building-lots or other

real property.
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AETICLE II.

STOCKHOLDERS.

SECTION 1. The members of this association shall be resi-

dents of the United States. Minors may hold stock in this

association by guardians. A parent procuring stock for a minor

child may, during the minority of such child, represent him or

her in all the rights of membership except that of holding office.

When such child shall have attained the age of twenty-one

years, he or she shall be dealt with as the absolute owner of the

stock and be considered a member.

SEC. 2. A payment by any stockholder, trustee, guardian or

representative for a minor, of one or more installments of one

dollar on a share of stock shall constitute such stockholder,

trustee, guardian or representative for a minor, a member of

this association, and as such shall be subject to all fines and

penalties imposed by this constitution, and entitled to all the

privileges of membership.
SEC. 3. Each and every stockholder, trustee, guardian or

representative for a minor, for each and every share of stock

held by him or her in this association shall pay the sum of one

dollar, as installments, on the third Tuesday of each and every

month
;
these payments shall be made to the Treasurer, or such

other person or persons as shall from time to time by the laws

or regulations of this association be authorized to receive the

same, at such hour as provided for in this constitution, and at

such place as the Board of Directors shall provide, the said pay-

ments to continue until it shall be ascertained that the value of

the whole stock of their respective series be sufficient to divide

to each share of stock in such respective series the sum of two

hundred dollars. The time for payments for each month shall

terminate as soon as the Secretary shall have waited on all

present and left the place of meeting.
SEC. 4. In case any stockholder, trustee, guardian or repre-

sentative for a minor shall neglect or refuse to pay his or her

monthly dues, each and every such person so neglecting or re-

fusing shall incur a monthly fine of five per cent, which shall

be charged on all sums remaining unpaid.
SEC. 5. In case any stockholder (not having taken a loan)

shall neglect or refuse to pay his or her monthly installments
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or fines for the space of six months each and every stockholder

so neglecting or refusing shall be tendered by the Treasurer the

amount of installments actually paid by him or her, without

any allowance for interest, first deducting all fines and forfeit-

ures that may be charged against him or her, and from that

time he or he shall cease to be a member of this association.

Provided, that such action shall not be taken against a default-

ing stockholder, unless he or she shall have been notified by the

Secretary one month previously.

SEC. 0. Any non-borrowing stockholder wishing to withdraw

from this association may do so by giving a written notice to

the Secretary five days prior to the meeting of the Board of

Directors, which shall be held on the evening of the third Tues-

day of each month, of such intention to withdraw, etc. During
the first year of his or her respective series of stock, he or she

shall be entitled to receive the actual amount of installments

paid in, less any fines he or she may owe. After the expiration

of the first year, he or she shall receive the actual amount of in-

stallments paid in, less any fines he or she may owe, with inter-

est at the rate of four per cent per annum ;
after the expiration

of the second year, five per cent per annum
;
after the expira-

tion of the third year, six per cent per annum ; after the expira-

tion of the fourth year, such percentage for the average time of

investment as shall be shown by the last annual report to be the

net earnings of the association, less the following percentage of

discount off said net earnings, according to the age of the re-

spective series of stock, to wit : after the fourth year, thirty-five

per cent
; after the fifth year, thirty per cent

;
after the sixth

year, twenty-five per cent ; after the seventh year, twenty per

cent ; after the eighth year, fifteen per cent ; after the ninth

year, ten per cent ;
and after the tenth year, and until the re-

spective series mature, five per cent. It is provided, however,

that at any time not more than one half of the monthly receipts

shall be appropriated to such redemption of stock without the

consent of the Board of Directors.

SEC. 7. Upon the death of a stockholder who has not re-

ceived a loan or loans, his or her legal representatives shall be

entitled to receive from this association the actual amount of

installments paid in on his or her stock, less any fines he or she

18
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may owe, with interest added to the same, at rates in accord-

ance with section six of this article
;
then his or her interest in

this association shall terminate, unless the legal representatives

of such deceased shall continue the payments of installments on

such stock for three months after his or her decease, thereby

assuming the future payments on the stock.

SEC. 8. When it shall be ascertained through the Auditors

that the value of each share of stock in any series amounts to

two hundred dollars, a meeting of the stockholders in such

series shall be convened, at which time a division shall take

place ; every stockholder of the matured series shall receive the

sum of two hundred dollars for each share of stock held by him
or her in such series, or his or her securities of that amount with

the same fully satisfied and canceled off record, and then that

series shall cease and determine.

ARTICLE III.

SERIES OF STOCK AND DISTRIBUTION OF EARNINGS.

SECTION 1. A new series of stock may be commenced on and at

the annual meeting of the association, held on the third Tuesday
of September in every year ; provided the same be determined

on by the Board of Directors at least one month prior to the an-

nual meeting of the association, and public notice given thereof.

SEC. 2. It shall be the duty of the Secretary to assist the

Auditors in settling and adjusting the accounts of the associa-

tion, and determining the value of the shares in each respective

series prior to the annual meeting, or at any other time, as occa-

sion may require ; and, in order that no series of stock may be

given a greater percentage of the earnings of the association

than is due thereto, they shall distribute the net earnings of the

association and determine the value of the shares in accordance

with the following rules : Each series' investment to be multi-

plied by the average time invested, the results to be added to-

gether for a sum of results, each result to be multiplied by the

total net earnings of the association, the product divided by the

sum of results, the quotient in each case showing each series'

share of the net earnings. Divide each series' share of the net

earnings by the number of shares in that series and the result

will be the net gain per share.



APPENDIX. 267

ARTICLE IV.

CERTIFICATES OF STOCK.

Each stockholder shall be entitled to a certificate of stock

issued in the name of the association under the corporate seal

thereof, signed by the President and attested by the Secretary ;

which certificate may be transferred by assignment in person or

by attorney in presence of the Secretary, and shall be recorded

in the proper book kept by the Secretary for that purpose, and

indorsed on the certificate, which shall be surrendered and a new
one issued therefor to the party to whom transferred. It is

provided, however, that no stock shall be transferred while any

fines, installments, or other liens remain charged against the

same, nor until the tranferree shall have assumed all the obliga-

tions of the original stockholders.

ARTICLE V.

OFFICERS.

The officers of this association shall be a President, Vice-

President, Treasurer, Secretary, eleven Directors, and three

Auditors, all of whom must be stockholders.

ARTICLE VI.

PRESIDENT.

The President shall be elected by the stockholders at the

annual meeting. It shall be his duty to preside at all meetings
of this association, and of the Board of Directors, to preserve
order therein, to sign all orders on the Treasurer for the pay-
ment of money when ordered by the Board of Directors, and to

perform all other duties usually appertaining to the office of

President. It shall be his duty, when so ordered by the Board
of Directors, to give releases and acquittances for all moneys
which shall be paid to the association upon any bond, bill, note,

mortgage, or other security, and, if necessary, acknowledge satis-

faction of the same on record.

ARTICLE VII.

VICE-PRESIDENT.

The Vice-President shall be elected by the stockholders at

the annual meeting. It shall be his duty, in the absence of the
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President, to preside at all meetings of the stockholders and of

the Board of Directors, and discharge all duties appertaining to

the office of President. It shall be his duty, in the event of the

death or resignation of the President, to perform all the duties

of that office until the next succeeding annual meeting.
It shall also be his duty to keep a book in which he shall

record the names of all persons who pay money into the treas-

ury, and the amount which each person paid.

AKTICLE VIII.

TREASURER.

The Treasurer shall be elected by the Board of Directors.

His duty shall be to receive all money paid into the association

from all sources whatsoever ;
to deposit the same to the account

of the association in a regular bank of deposit designated by the

Board of Directors, and to pay all orders drawn upon the Treas-

urer by order of the Board of Directors, when signed by the

President and attested by the Secretary, the said orders to be

paid by checks drawn on the said bank, and the said checks to

be signed by himself, together with the President and Secretary,

with the seal of the association stamped thereon. It shall also

be his duty to receive and hold in trust for the association all

bonds, mortgages, and other securities on which money may be

loaned by the association. He shall give bond with such secur-

ity and for such sum as the Board of Directors may direct, for

the faithful performance of his duties, and at the expiration of

his office he shall deliver all money, bonds, mortgages, bills,

notes, books, papers, and all other property belonging to the

association in his possession, or under his control, to his suc-

cessor in office.

ARTICLE IX.

SECRETARY.

The Secretary shall be elected by the Board of Directors. It

shall be his duty to keep accurate minutes of the proceedings of

this association and of the Board of Directors, to record the

same in books to be kept for that purpose. He shall keep accu-

rate accounts with all the stockholders, and attest all orders

drawn on the Treasurer for the payment of money when so

ordered by the Board of Directors, and also keep all policies of
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insurance transferred to the association as collateral, and see

that they are kept renewed. He shall (at the expense of the

association) notify the stockholders of the annual meetings by

public notice conspicuously placed and advertisement in a news-

paper published in the town. He shall be prepared at all times

to inform the stockholders of the state of the financial concerns

of the association, and at the yearly meetings furnish a detailed

statement of the finances. He shall receive such salary as the

Board of Directors may direct. At the expiration of his term

of office, he shall deliver all books, papers, and property belong-

ing to the association in his possession to his successor in office.

It shall be his duty at each regular meeting of the Board of

Directors to present to said Board a list of all premiums on

policies of insurance held as collateral security by this associa-

tion, that may be coming due during the subsequent month,
and it shall be the duty of the Board of Directors to order a

draft issued on the Treasurer for a sum of money sufficient to

pay such premiums, unless the same shall have been paid by the

owners, or agents of such owners
;
and the renewals of such

policies as shall be so paid by the Secretary shall be his vouch-

ers for the amount paid by him, and the balance, if any, he shall

pay into the treasury of this association.

ARTICLE X.

DIRECTORS.

SECTION 1. The Directors, together with the President and Vice-

President, shall constitute the Board of Directors. The Directors

shall be elected by the stockholders at the annual meeting of

the association. Immediately after the first election they shall

meet and divide themselves into three classes, and draw lots for

one, two and three years. Those drawing one year shall have

their places supplied at the next annual election ;
those drawing

two years, shall have their places supplied at the second annual

election thereafter ;
and those drawing three years, shall have

their places supplied at the third annual election thereafter.

At each succeeding election, Directors shall be chosen to supply
the places of those whose terms expire.

SEC. 2. The Board of Directors shall meet regularly on the

third Tuesday in each and every month at such place as they,
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or a majority of them, shall appoint, to receive from the stock-

holders their monthly installments, interest and fines, and pay
the same into the treasury ; to loan out the funds and see to

their safe investment, and to attend to the financial concerns of

the association generally. But if there be no quorum present,

then any three or more of the Directors in attendance shall be

authorized to receive the aforesaid monthly installments, interest

and fines, and offer the money for loan as specified in Article

XIII, section one. The Board of Directors shall also meet on

the evening of the second Monday following the regular meet-

ing, for the purpose of transacting such other business of the

association as may be necessary.

SEC. 3. The time of the meetings of the Board of Directors

from the first of May to the first of September, inclusive, in

each and every year, shall be 8 o'clock, p. M., and during the

other months of the year, 7.30 o'clock, p. M.

SEC. 4 A quorum shall consist of not less than seven. The

President or any Director being absent without sufficient excuse

for three monthly meetings successively, his office as President

or Director shall be declared vacant. The Board shall have

power to fill all vacancies that may occur until the next annual

meeting. In case of the absence of the President and Vice-

President, the Directors shall have power to elect a President

pro tempore. Officers of their own appointment may be removed

by them at pleasure.

SEC. 5. It shall be the duty of the Board of Directors to pur-

chase at foreclosures any property mortgaged to the associa-

tion, if such action shall be considered by them, or a majority

of them, for the benefit of the association.

AETICLE XI.

AUDITORS.

The Auditors shall be elected by the stockholders at the

annual meeting of the association. Immediately after the first

election they shall meet and draw lots for their terms of
office^

viz., for one, two and three years, respectively. The one draw-

ing for one year shall have his place supplied at the next annual

election; the one drawing for two years shall have his place

supplied at the second annual election
;
and the one drawing for
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three years shall have his place supplied at the third annual

election. At each succeeding annual election Auditors shall be

chosen by the stockholders to supply the places of those whose

terras expire, or of a vacancy in an unexpired term.

Their duty shall be to settle and adjust the accounts of the

association prior to the annual meeting, and to report to the

stockholders with a faithful and ample exhibit of the financial

affairs of the association, the state of the treasury and the value

of the shares ; which exhibit they shall have printed at the ex-

pense of the association.

In the event of their neglect or refusal to furnish to the

stockholders at their annual meeting a detailed exhibit of the

finances, as hereinbefore provided, they shall be fined five dollars

each.

They shall have power at any time to inspect the accounts

of the Treasurer and Secretary, and upon five days' due notice

call a meeting of the stockholders.

They shall have power to fill any vacancy that may occur in

their number, until the next annual election ;
but in the event

of their inability to agree upon a choice, the vacancy shall be

filled by the Board of Directors.

They shall superintend all elections but theirs, (which shall

be conducted by a committee from the Board of Directors).

ARTICLE XII.

SOLICITOR.

The Board of Directors shall appoint a solicitor for the asso-

ciation who shall examine all title deeds, and make the necessary

searches for ascertaining the title to all property offered to this

association as mortgage security, and give his written opinion

thereon. He shall prepare all bonds, mortgages, agreements and

all other writings to be taken or given by this association in

the course of its business, and also transact all other law busi-

ness of this Association whenever required by the Board of

Directors, for which he shall receive a fair compensation.
His charges for fees and disbursements in making searches,

recording and proving papers, for preparing all mortgages and

other written instruments, and for examining papers, titles and

other matters, shall be borne by the party applying for the loan.
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He is required to give such security for the faithful perform-
ance of his duties as the Board of Directors shall determine. In

all disputes as to the amount of his charges, the same shall bo

determined by the Board of Directors.

AETICLE XIII.

LOANS.

SECTION 1. "Whenever and as often as the sum of two hundred

dollars may be in the treasury, it shall be loaned out in open

meeting, at auction, to the highest bidder
; providing, however,

the said money shall not be sold at less than one per cent pre-

mium. Every stockholder who is not in arrears with his or her

monthly installments, interest and fines, shall be entitled to re-

ceive a loan of two hundred dollars, less the premium bid by
him or her, for each share of stock held by him or her in this

association.

SEC. 2. In addition to the premium bid for a loan (which

must be paid or deducted from the amount of the loan at or

before receiving the same), every stockholder shall be held as

contracting to pay all taxes that may be assessed at any time

upon said loan.

SEC. 3. Whenever a stockholder shall be declared to be en-

titled to a loan or loans, and before receiving the same, he or

she shall secure the payment thereof to the association by a

bond and mortgage for the full amount of the sum loaned,

and for the payment of such fines as may be imposed for the

failure of paying installments and interest when due, and by the

deposit of the policy of fire insurance, and for every loan of two

hundred dollars made to a stockholder at least one share of

stock, of the series in which he or she shall borrow, shall be

assigned as collateral security to said bond and mortgage. In

case of failure to give satisfactory security for each loan within

one month, the month's interest shall be charged to the borrower

and the loan revert to the association. No money shall be

loaned on any property already incumbered. Each stockholder

shall be entitled to borrow to the full amount of his or her

shares actually held by him or her at that time
;
and in case

there should not be a sufficient amount in the hands of the

Treasurer, he or she will be entitled to the balance of their
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loans at the same rate from the first money that comes into the

treasury.

SEC. 4. It shall be the duty of the President to sell the

money in the treasury, in the manner aforesaid in section one

of this article, at a regular monthly meeting. Loans shall be

granted to such stockholders as shall offer or bid the highest

premiums therefor.

SEC. 5. Each stockholder of this association on receiving a

loan or loans therefrom, shall be entitled to a deduction on the

premium bid, of one tenth for each and every full year that has

expired since the series of stock in which he or she borrows was

issued.

SEC. 6. Stockholders taking loans from this association shall

pay interest monthly to the Treasurer at the rate of one half of

one per cent per month. Borrowers refusing or neglecting to

pay the interest on their loans shall incur a monthly fine of five

per cent for each monthly neglect on each loan of two hundred

dollars by them held. If the interest is suffered to remain un-

paid more than six months, the Board of Directors may compel

payment of principal and interest by ordering proceedings on

the bond and mortgage according to law.

SEC. 7. Stockholders shall be entitled to borrow to the

amount of their installments actually paid in, after the series in

which they shall borrow shall have been issued at least one year,

on their bond with interest for the same, and on transferring

their stock to the association as security ; and in case any stock-

holders borrowing upon their bond shall neglect or refuse to

pay their installments, interest and fines for the space of six

months, then the stock transferred to the association shall be

forfeited.

SEC. 8. No security for a loan or loans shall be deemed suffi-

cient unless approved of by at least two thirds of the directors

present at a meeting of the Board.

SEC. 9. Any borrower who is not in arrears to the association

may repay a loan at any time, and, in case of the repayment
thereof before the expiration of the eighth year after the series

in which his or her stock was issued, such borrowers shall be al-

lowed the following credit, viz., the amount of installments actu-

ally paid into the association on the respective series, and one



274: CO-OrERATIVE SAVINGS AND LOAN ASSOCIATIONS.

eighth of the premium paid for said loan for every full year of

the said eight years unexpired, together with whatever interest

he or she may be entitled to receive, as provided in Article II,

section six. Provided, that notice of such repayment shall be

given in like manner as provided for stockholders withdrawing.
SEC. 10. This association shall have power to insure all

buildings upon which loans are made, and also to renew the

same and collect the amount paid therefor, in the same manner
and with like fines as installments and interest are collected un-

less the mortgageors shall give policies thereon and keep the

same renewed in good and responsible insurance companies.

AKT1CLE XIV.

REDEMPTION OF STOCK.

In the event of the money in the treasury of the association

not selling at or over one per cent premium, in accordance with

Article XIII, section one, the Board of Directors shall retain

the same in the treasury until the next regular monthly meet-

ing, when it shall be applied to the redemption of stock in the

oldest series and in the following manner : They shall authorize

the Secretary to notify the stockholders in the said series of

their intention of redeeming such number of shares as the

money in the treasury will permit and of the time and place of

meeting.
At the meeting so held, the present value of the shares in

said series shall be announced by the Secretary, whereupon the

President shall proceed to receive from the stockholders pres-

ent, by auction, bids of premium on the announced value of the

stock ;
and the stockholder bidding the highest premium shall

be entitled to receive the announced value of his or her shares of

stock redeemed, less the rate of premium bid. For each share

of stock so redeemed, the stockholder selling the same shall sur-

render to the association his or her certificate of stock.

AETICLE XV.
MEETINGS.

Meetings of the stockholders shall be held on the third Tues-

day in September in each and every year. Twenty members

shall constitute a quorum. Special meetings shall be called by
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the Secretary when requested by ten members, but the object of

such meeting so called must be inserted in the notice.

AETICLE XVI.

ELECTIONS.

The annual election for officers shall be held on the third

Tuesday of September of every year, and one week's notice of

the place, object and time of meeting shall be given by the Secre-

tary as hereinbefore provided. Each member present at an

election shall be entitled to one vote. No stockholder shall be

eligible to office nor entitled to vote until he or she shall have

been at least three months a member.

AETICLE XVII.

FINES.

All officers neglecting to attend any annual meeting shall be

fined one dollar each.

The Treasurer (or deputy) for non-attendance at any month-

ly meeting shall be fined fifty cents.

The Secretary forfeits five dollars for neglecting to pay pre-

miums on any insurance policy which is not paid by the owner.

The Secretary, for neglecting to attend any meetings of the

Board of Directors or of the stockholders, shall be fined one dol-

lar. All fines shall be charged by the Secretary with the month-

ly dues or deducted from the salary or compensation of such

officers as receive any at the time of receiving the same.

AETICLE XVIII.

BY-LAWS.

The Board of Directors may enact by-laws for their own gov-
ernment not repugnant with this Constitution.

AETICLE XIX.

PLACE OF MEETING.

The Board of Directors, or a majority, are to select a place of

meeting for themselves and the association.

AETICLE XX.

This constitution shall not be altered or amended except at

an annual or special meeting, of which due notice shall have
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been given, and by a vote of two thirds of the stockholders

present.
AETICLE XXI.

SALARIES AND EXPENSES.

The salaries and fees of officers of this association shall be

fixed by the Board of Directors. All other expenses incurred

for books, printing, etc., must be sanctioned by the Board of

Directors.

No. 4.

NEW YORK. MORTGAGE.

Form of Mortgage to be taken by an Association organized
under the Act of 1887.

This INDENTURE made this day of
,
in the year

of our Lord one thousand eight hundred and
,
between

,
of the of

,
and State of , part

of the first part, and " THE CO-OPERATIVE SAVINGS AND
LOAN ASSOCIATION of the of

,
in the county of

and State of New York, a corporation duly organized
under the provisions of Chapter 556 of the laws of 1887 of the

said State of New York, party of the second part, WITNESSETH that

the said part. . of the first part, in consideration of the sum
of dollars duly paid, the receipt whereof is hereby duly

acknowledged, ha . . sold and by these presents do . . grant and

convey to the said party of the second part, its successors and

assigns, all that tract or parcel of land situate in the of

county of
,
and State of New York

[Here insert description of mortgaged premises.]

This grant is intended as a security for the payment of the

sum of dollars, together with interest thereon at the rate

of six per cent per annum, in the manner and at the times pro-

vided in and required by the by-laws of the said party of the

second part and the said act under the provisions of which the

said party of the second part is incorporated, special reference
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being had to such portions of said act and the said by-laws as re-

late particularly to loans made to borrowers and the payment of

such loans and the interest thereon and the payment of fines in

case of defaulted payments thereby required, and the said provis-

ions shall be deemed a part of this instrument as fully and com-

pletely as though set forth at length herein, according to the

conditions of a bond this day executed and delivered by the

said to the said party of the second part ;
and this

conveyance shall be void if such payment be made as herein

specified. But in case default shall be made in the payment of

the principal sum hereby intended to be secured, or in the pay-

ment of the interest thereon, or of any part of said principal or

interest as above specified, it shall be lawful for the party of the

second part, its successors or assigns, at any time thereafter, to

sell the premises hereby granted, or any part thereof, in the

manner prescribed by law, and retain the amount then due for

principal, interest and fines, together with the costs and charges

of making such sale, and the overplus, if any there be, shall be

paid by the party making such sale, on demand, to the said

,
heirs or assigns.

AND IT IS HEREBY FURTHER EXPRESSLY AGREED that should

any default be made in the payment of said principal sum or

the interest thereon, or any part of said principal and interest,

as hereinbefore provided to be paid, and the same remain un-

paid and in arrears for the time of six months, or should any
tax or assessment levied or imposed upon the premises here-

inbefore described, become due and payable and remain unpaid

by the part., of the first part for the time of six months,

then and from thenceforth, that is to say, after the lapse of the

said six months, in either of the aforesaid events, the aforesaid

principal sum or any and all sums then unpaid, with all arrear-

ages of interest and fines thereon, shall, at the option of the

said party of the second part, its successors or assigns, become

and be due and payable immediately thereafter, although the

period first above limited for the payment thereof may not then

have expired, anything hereinbefore contained to the contrary

thereof in any wise notwithstanding.

AND IT IS FURTHER ALSO HEREBY EXPRESSLY AGREED by and

between the parties to this instrument that the said part. . of
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the first part shall keep the buildings erected and to be erected

upon the lands hereinbefore described insured against loss and

damage by fire and pay the premiums therefor and assign the

policy and certificate thereof to the said party of the second

part as a collateral security hereto, and in default thereof it

shall be lawful for the said party of the second part to effect

such insurance, and the premium or premiums paid for secur-

ing such insurance and continuing the same, shall be a lien on

such mortgaged premises added to the amount secured by these

presents, and payable on demand with interest at the rate of

six per cent per annum.
IN WITNESS WHEREOF, the part., of the first part ha..

hereunto set hand. . and seal. . the day and year first

above written.

Sealed and delivered

in the presence of (L. S.)

State of New York,'
-ss.

County of )

On this day of
,
in the year of our Lord one

thousand eight hundred and
,
before me, the subscriber,

personally appeared

to me known to be the same person. . described in and who exe-

cuted the within instrument and and acknowledged that

. .he. . executed the same.

No. 5.

NEW YORK. BOND.

Form of a Bond when the Association is incorporated under the

Act of 1887.

KNOW ALL MEN BY THESE PRESENTS that 1, ,
of the

...... of
,
in the County of

,
and State of New

York, am firmly held and bound unto THE CO-OPERA-

TIVE SAVINGS AND LOAN ASSOCIATION of the of

in the County of and State of New York, a corporation
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duly organized under the provisions of Chapter 556 of the

laws of 1887 of the State of New York, in the sum of

dollars, lawful money of the United States of America, to be

paid to the said THE CO-OPERATIVE SAVINGS AND LOAN

ASSOCIATION, its successors or assigns. For which payment,

well and truly to be made, I hereby bind myself, my heirs, ex-

ecutors, and administrators, jointly and severally, firmly by
these presents. Sealed with my seal and dated this day
of ,

one thousand eight hundred and

THE CONDITION OF THE ABOVE OBLIGATION IS SUCH, that if

the above bounden ,
his heirs, executors, or adminis-

trators shall well and truly pay or cause to be paid unto the

above-named THE CO-OPERATIVE SAVINGS AND LOAN ASSO-

CIATION, its successors or assigns, the sum of dollars,

together with interest thereon at the rate of six per cent per

annum, in the manner and at the times provided in and re-

quired by the by-laws of the said THE CO-OPERATIVE

SAVINGS AND LOAN ASSOCIATION and the said act under the pro-

visions of which the same is incorporated, special reference

being had to such portions of each thereof as relate particularly

to loans made to borrowers and the repayment of such loans

and the interest thereon, and the payment of fines in case of

defaulted payments thereby required, and the said provisions

shall be deemed a part of this obligation as fully and com-

pletely as though set forth at length herein, without fraud or

delay, then the preceding obligation to be void, otherwise to

remain in full force and virtue.

AND IT is HEREBY EXPRESSLY AGREED that should any default

be made in the payments upon said principal and interest or

either of them or any part thereof, as hereinbefore agreed to be

made, and the same shall remain unpaid and in arrears for the

time of six months, (or should any tax or assessment levied or

imposed upon the premises described in the mortgage accom-

panying this bond, become due and payable, and remain unpaid

by the obligor herein for the time of six months*), then and from

* In the event the bond is secured in full by a pledge of stock, the

clauses relating to taxes, assessments, and insurance will be omitted.

An association, in the preparation of its blanks, should, as a matter of
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thenceforth, that is to say, after the lapse of said six months,
the aforesaid principal sum or any and all sums thereof then

remaining unpaid, with all arrearages of interest and fines there-

on, shall, at the option of the said THE CO-OPERATIVE SAVINGS

AND LOAN ASSOCIATION, its successors or assigns, become due

and payable immediately thereafter, although the period first

above specified for the payment thereof may not have expired,

anything hereinbefore contained to the contrary notwithstanding.
AND IT IS FURTHER HEREBY EXPRESSLY AGREED by and be-

tween the parties to these presents that the said obligor shall

keep the buildings erected and to be erected upon the lands de-

scribed in the mortgage accompanying this bond insured against

loss and damage by fire, in an amount and by insurers approved

by the said obligee, its successors or assigns, and pay the pre-

miums therefor, and assign the policy and certificate thereof

to the said obligee as a collateral security hereto, and in default

thereof it shall be lawful for the said obligee to effect such in-

surance, and the premium or premiums paid for securing such

insurance shall be added to the principal sum hereby secured to

be paid, and shall be payable on demand with interest at the

rate of six per cent per annum.*

Sealed and delivered

in the presence of (L. S.)

State of New York, )
sg

County of )

On this day of
,
in the year of our Lord one

thousand eight hundred and
,
before me, the subscriber,

personally appeared ,
to me known to be the same person

described in and who executed the foregoing instrument, and

duly acknowledged that . .he. . executed the same.

convenience, have them printed in "both ways, one for a " stock loan "

and one for a "
mortgage loan."

* Ibid.
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No. 6.

NEW YORK. MORTGAGE.

Form of Mortgage to be taken by an Association incorporated
under the Act of 1851.

This INDENTURE made this day of
,
in the year

of our Lord one thousand eight hundred and
,
between

of the of , county of
,
and State of

, part . . of the- first part, and the association of

the of
,
in the county of

,
and State of New

York, party of the second part, WITNESSETH that the said par-
t . . of the first part, in consideration of the sum of

dollars duly paid, the receipt whereof is hereby acknowledged,
ha. . sold and by these presents do. . grant and convey to the

said party of the second part, its successors or assigns, all that

tract or parcel of land situate in the of
, county

of
,
and State of New York,

[Here insert description of mortgaged premises.]

This grant is intended as a security for the payment of the

sum of dollars, with interest thereon at the rate of six

per cent per annum, in the manner and at the times provided
in and required by the articles of association and by-laws of

the party of the second part hereto, special reference being had
to such portions of each thereof as relate particularly to loans

made to borrowers, and the payment of such loans and interest

thereon, and fines upon defaulted payments, to which said

articles of association and by-laws reference is hereby made for

the times and the manner of the payment of said sum, with in-

terest thereon, and the same are hereby deemed to be a part of

this instrument as fully and completely as though fully set forth

at length herein, according to the condition of a bond this day
executed and delivered by the said to the said party of

the second part ; and this conveyance shall be void if payments
be made as herein specified.

But in case default be made in the payment of the principal

19
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sum hereby intended to be sccaired or in the payment of the

interest thereon, or in any part of such principal or interest or

fines upon defaulted payments as above provided, it shall be

lawful for the party of the second part, its successors or assigns,

at any time thereafter, to sell the said premises hereby granted,
or any part thereof, in the manner prescribed by law, and out of

the moneys arising from said sale to retain the amount then

due for principal, interest, and fines, together with the costs

and charges for making such sale, and the overplus, if any
there be, shall be paid by the party making such sale, on de-

mand, to the said
, heirs, executors, and assigns.

AND IT IS FURTHER HEREBY EXPRESSLY AGREED that should

any default be made in the payment of said principal and in-

terest, or of any part thereof, at any time when the same is made

payable as hereinbefore provided, and the same shall remain

unpaid and in arrears for the time of six months, or should any
tax or assessment levied or imposed upon the premises herein-

before described become due and payable and remain unpaid

by the part. . of the first part for the time of six months, then

and from thenceforth, that is to say, after the lapse of the said

six months, the aforesaid principal sum or any and all sums

then unpaid, with all arrearages of interest and fines thereon,

shall, at the option of the said party of the second part, its suc-

cessors or assigns, become and be due and payable immediately

thereafter, although the period hereinbefore provided for the

payment thereof may not then have expired, anything herein-

before contained to the contrary thereof in any wise notwith-

standing.

[Here insert the clause relating to insurance as found in the

preceding form of mortgage under the act of 1887. Also the

attestation clause and acknowledgment as there found.]

No. 7.

NEW YORK. BOND.

Form of Bond to be taken by an Association incorporated under

the Act of 1851.

KNOW ALL MEN BY THESE PRESENTS that I, ,
of

the of
,

in the county of
,
and State
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of New York, am held and firmly bound unto THE
ASSOCIATION OF THE of

,
in the county of

,
and State of New York, in the sum of

dollars, lawful money of the United States, to be paid to the

said association, or to its successors or assigns, for

which payment well and truly to be made bind

and heirs, executors or administrators, jointly and sever-

ally, firmly by these presents.

Sealed this day of ...... in the year of our Lord one

thousand eight hundred and

THE CONDITION OF THIS OBLIGATION IS SUCH THAT, if the

above bounden , heirs, executors, or administrators,

shall and do well and truly pay or cause to be paid unto the

above-named association, its successors or assigns, the

sum of dollars, with interest thereon at the rate of six per
cent, per annum, in the manner and at the times provided in

and required by the articles of association and by-laws of the

obligee herein, special reference being had to such portions of

each thereof as relate particularly to loans made to borrowers

and the payment of such loans, principal, interest, and fines

upon defaulted payments, and to which said articles of associa-

tion and by-laws reference is hereby made for the times and
conditions of the payment of said sum, with interest thereon,

and fines in case of defaulted payments, and which portions of

said articles of association and by-laws shall be deemed a part

of this obligation as fully and completely as though stated at

length herein, without fraud or delay, then the preceding ob-

ligation to be void; otherwise to remain in full force and

virtue.

AND IT IS FURTHER HEREBY EXPRESSLY AGREED, that should

any default be made in the payment of the said principal or

interest or any part thereof as the same are hereinbefore pro-

vided to be paid, and the same shall remain unpaid and in

arrears for the time of six months (or should any tax or assess-

ment be levied or imposed upon the premises described in the

mortgage accompanying this bond, become due and payable,

and remain unpaid by the obligor herein for the time of six

months), then and from thenceforth, that is to say, after the

lapse of the said six months in either of the preceding events,
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the aforesaid principal sum, or any and all sums then unpaid,
with arrearages of interest and fines thereon, shall, at the option
of the said association, its successors or assigns, become
and be due and payable immediately thereafter, although the

period first above provided for the payment thereof may not

then have expired, anything hereinbefore contained to the con-

trary notwithstanding.*

No. 8.

TREASURER'S BOND.

KNOW ALL MEN BY THESE PRESENTS that WC,

are held and firmly bound unto The Co-operative

Savings and Loan Association of , in the county of

,
and State of

,
in the sum of thousand

dollars, lawful money of the United States, to be paid to the

said Co-operative Savings and Loan Association, its

successor or assigns, for which payment well and truly to be

made, we do hereby bind ourselves, our heirs, executors, and

administrators jointly and severally, firmly by these presents.

Sealed with our seals and dated the day of
,

18...

Whereas the above bounden has been duly elected

Treasurer of The Co-operative Savings and Loan Asso-

ciation,

Now, THEREFORE, the condition of the above obligation is

such, that if the said shall well, faithfully, and hon-

estly in all things perform the duties of said office during his

continuance in office, and shall, at the expiration of his said

* In the event the bond is accompanied by a mortgage, add the

clause found in the preceding form of "bond under the act of 1887, in

reference to insurance
;
and in the event the bond is not accompanied

by a mortgage, omit from the foregoing form the clause relating to taxes

and assessments. The suggestions in the notq to the preceding form

for the bond under the act of 1887 are also applicable to the preparation

of blanks under the act of 1851. For acknowledgment to this bond,

see preceding forms.
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office, or whenever and as often as required, make and render

unto said Co-operative Savings and Loan Association, or

the Board of Directors thereof, a just and true account of all

moneys, securities, property, and other things which shall come
into his possession, custody, control, or charge as such officer,

and shall pay and deliver over to his successor in office, or any
other person duly authorized to receive the same, all sums of

money, securities, property, and other things belonging to said

Co-operative Savings and Loan Association, and in

his possession, control, or charge as Treasurer, then this obliga-

tion to be void, otherwise to remain in full force and effect.

(L.S.)

(L.S.)

[The acknowledgment same as in form No. 5.]

No. 9.

ASSIGNMENT OF STOCK TO SECURE A LOAN.

KNOW ALL MEN BY THESE PRESENTS that I, ,
of the

of
,
in the county of

,
and State of

,
in

consideration of a loan made to me by The Co-operative

Savings and Loan Association of $ ,
have agreed to assign

and transfer and do hereby assign and transfer unto the said

association, its successors and assigns, all my right, title, and

interest in and to shares of series No
,
also

shares of series No
,
of the capital stock of the said asso-

ciation now belonging to me and standing in my name, as a

security, collateral to my bond this day given to said association

for the payment of said loan and interest thereon at the time

and times and in the manner therein mentioned. And I hereby
authorize said association, in case I should make default in the

payment of said loan and interest thereon or any part thereof

as required by said bond, and shall so remain in default for six

months, to cancel said shares of stock above described and apply
the withdrawal value thereof at such time upon my said loan,

and in the event any surplus remains after the full payment of

said loan and interest thereon and fines, the same shall be paid
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to me, my executors, administrators, or assigns, and I hereby
covenant and agree with said association to continue to pay dues

upon said shares of stock until said loan shall be wholly paid.

In witness whereof I have hereunto set my hand this

day of ,18...

[Acknowledgment same as in form No. 5.]

No. 10.

NOTICE OF REPAYMENT OF LOAN AND WITH-
DRAWAL OF STOCK.

To the Board of Directors of the Co-operative Savings
and Loan Association.

GENTLEMEN: Please take notice that I have repaid my loan

of shares, less the withdrawal value of the following
shares of stock which the association holds as security for the

payment of said loan, viz., shares in series No
and shares in series No

I further also hereby give notice of my desire to withdraw

said shares of stock and have the withdrawal value thereof ap-

plied upon said loan, thereby completing the payment of the

same; and for such purpose I hereby authorize you to direct

that the order issued to pay such withdrawal value be made pay-
able to the Treasurer of said association.

I request that you duly authorize the proper officers to ex-

ecute a discharge of my mortgage to the association.

No. 11.

WITHDRAWAL NOTICE.

To the Board of Directors of the Co-operative Savings
and Loan Association.

GENTLEMEN : I hereby give notice of my desire to withdraw

the following shares of stock owned by me and standing in my
name on the books of your association, viz., shares, series

; shares, series
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I hereby direct that the order issued for such withdrawal

value be made payable to the order of myself.

Dated, 18...

No. 12.

STOCK PROXY.

KNOW ALL MEN BY THESE PRESENTS that I, , a

stockholder in The Co-operative Savings and Loan Asso-

ciation, have appointed and do hereby appoint , my
true and lawful attorney, with power of substitution and revo-

cation for me and in my name to vote, as fully as 1 might do if

personally present, at the annual (or special) meeting of the

stockholders of said association, to be held on the day of

,18...

Witness my hand this day of ....... 18. ..

State of i

County of . . \

ss'

On this day of ,18. ., before me, the subscriber,

personally appeared ,
to me known to be the same per-

son named in and who signed the foregoing proxy, and duly ac-

knowledged that . . he . . executed the same.

No. 13.

DESCRIPTION OF SECURITIES OFFERED BY BOR-
ROWER AND REPORT OF FINANCE COM-

MITTEE THEREON.

To the Board of Directors of the Co-operative Savings
and Loan Association :

GENTLEMEN : For the purpose of securing the repayment of

the loan of shares, amounting to $ , which you
have awarded to me, in addition to the usual bond required and
as collateral thereto, I offer you the securities following : 1st.,

shares of series No of your association, now
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standing in my name and upon which such loan is made
shares of series No

,
shares of series No

;

2d., a first mortgage on real estate known as No on

Street. The lot is feet front and rear, and

deep. There is situate on said lot a dwelling-house

facing Street, having stories. The first story

contains rooms finished
;
the second story con-

tains . . , . rooms . . . finished. . .

There is also on the lot

The buildings are in repair and insured as follows :

Dwelling-house at $ ; barn at $

The premises are assessed for taxation at $
Dated ,18

The undersigned Finance Committee hereby report that they
have personally examined the real estate described in the fore-

going application and find such description substantially cor-

rect, except

We appraise the value thereof at $ and approve of the

same for a loan of $ , provided the mortgage is accom-

panied by an abstract of title approved by the attorney of the

association and contains suitable provisions for insurance upon
the buildings against loss by fire or lightning for the benefit of

the association.

Dated., .,188..

v Finance Com.
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No. 14.

CERTIFICATE OF STOCK.

Series No Issue of 18. ..

THE CO-OPEEATIVE

SAVINGS AND LOAN ASSOCIATION,

,N.Y.

shares. No

This is to certify that is entitled to shares,

series No of the capital stock of The Co-opera-

tive Savings and Loan Association, transferable only on the

books of the said association in person or by attorney, in the

presence of the President or Secretary, upon surrender of this

certificate.

Given under the seal of the association at ,(US->

N.Y,. ..is..

., President.

., Secretary.

No. 15.

FORM OF ASSIGNMENT OF SHARES OF STOCK.

(to be printed on the back of the certificate).

For value received I do hereby sell, assign, transfer, and set

over unto all my right, title, and interest in and to

shares, series No of the capital stock of The

Savings and Loan Association, and I do hereby consti-

tute and appoint my true and lawful attorney, irrev-

ocable, for me and in my name and behalf to assign and trans-

fer to the said shares of capital stock hereby sold and

for that purpose to do all acts and execute all papers necessary

to perfect such sale and transfer upon the books of said associa-

tion.

Witness my hand and seal this day of , 18. . .

(L.S.)

[Acknowledgment clause same as in form No. 5.]
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No. 16.

SHAREHOLDER'S PASS-BOOK.

18... Dollars. Cents.

March

April..

May...

June . .

July

August

September

October.. .

November . .

December ,

January ,

February

The above is a convenient form for the pass-book. The
front cover has written upon it the name of the shareholder.

One page, as above given, covers a year of time, in an associa-

tion, of monthly dues. The officer receipting for the money
fills in the amount paid opposite the month and signs his name
to the right. The book can be made up to cover any length of

time desired. Between each leaf should be bound in a thin

blotting-paper, so that the receipting officer can close the book
at once on making the entries, as a matter of saving time.
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No. 17. ANNUAL REPORT.

The annual Report of the Co-operative Savings
and Loan Association from ,

18. ., to
,
18. .

RECEIPTS.

Cash at last report. . .

Dues

Interest..

Fines

Entrance fees

Transfer fees

Premiums
Loans repaid
Dues paid in advance.

Borrowed money

Total.

PEOFITS.

Undivided profits at

last report..

Interest

Premiums

Fines

Entrance fees

Transfer fees

Profits on withdrawals

Total.

DISBURSEMENTS.

Mortgage loans.

Stock loans

Stock withdrawn

Matured stock

Salary of secretary . . .

Salary of treasurer. . .

Rent

Account-books

Printing
Paid borrowed money.
Balance cash..

Total.

LOSS.

Salaries

Rent

Account-books

Printing
Incidental expenses . .

Amount dividends de-

clared

Balance undivided

profits.

Total.

ASSETS.

Loans secured by first mortgage on real estate.

Loans secured by pledge of stock of the association. . .

Dues, interest, and fines in arrears

Cash in the treasury

Other personal property

Total. .
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LIABILITIES.

Capital stock, .... series, ____ shares at

Dues and interest paid in advance

Undivided profits

Borrowed money

Total

STATISTICS.

Total number of shares outstanding
Total number of shareholders

Greatest number of shares held by one shareholder.

Total number of shares borrowed upon
Total number of borrowers

Largest loan

NUMBER OF SHARES BORROWED UPON IN EACH SERIES.

series series series series.

shares . . . . shares . . . . shares . . . . shares.

AMOUNT DUES PAID, AMOUNT OF PROFITS, HOLDING VALUE, AND
WITHDRAWAL VALUE OF ONE SHARE IN EACH SERIES.

Amount dues paid series series series

Amount of profits

Holding value

Withdrawal value

Dated ,18..

, Secretary.

The undersigned, auditing committee of the stockholders,

hereby report that they have carefully examined the books of

the Secretary, and verified the entries therein, and find the fore-

going report correct in all respects.

Dated ,18..

C Auditing Committee.
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No. 18.

SECRETARY'S MONTHLY REPORT.

YEAR.





GENERAL INDEX.

Accounts, complexity of, in gross

plan, 86, 102.

how to keep them, 179-208.

importance of accurate, 179.

Account-books, names of those ne-

cessary, 181.

See FORMS.

Administrator, rights of, 164.

Appraisers, 153, 288.

suggestions for, 128.

Articles of association, 139-178, 263.

amendment of, 173.

filing, 176, 177.

how executed, 174.

preamble to, 142.

Associations, wrongly classified as

building and loan, 94, 95.

Attorney, his duties, 127, 152.

how appointed, 147.

Auditing committee, 154.

Balance-sheet, form of, 197.

Blank forms. See FORMS.

Bonds of officers, 124, 150.

Bonus, 77.

Books of account, 181.

how to keep them, 179-208.

See FORMS.

Borrower, advantages to, 105, 106.

how premium affects, 27, 78, 106.

manner of borrowing, 23, 158.

manner of paying his loan, 1G2.

Borrower, security required from,

25, 161.

to what amount he may borrow,

22, 157.

who may become a borrower, 23,

78, 157.

Borrowing money, 215.

Building associations, 8, 42.

the first, 42.

Building and loan associations, 7,

41-69, 70-95.

which of the several schemes the

best. 97-112.

By-laws, 21, 130, 173.

adoption of, 136, 216.

framing of, 121.

precedents for, 247, 254.

Capital, accumulated savings, 17,

143.

constantly changing, 17.

represented by shares of stock, 16.

Capital stock, how increased or

diminished, 225.

Certificate of incorporation. See

FORMS.

how made evidence, 226.

Certificate of stock, 137, 145.

form of assignment of. See

FORMS.

how assigned, 145.

Committee, finance, 153.
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Committee, auditing, 154.

Connecticut, building and loan as-

sociations of, 52.

Co-operation, a brief discussion of,

1-8. .

Co-operative banks. See MASSA-

CHUSETTS.

Co-operative savings and loan as-
'

sociations, 16.

a generic name to include all as-

sociations of this class, 8.

benefits resulting from, 9-15.

how to organize under New York
act of 1887, 113-136.

how to organize under New York
act of 1851, 138-178.

review of the development of the

schemes upon which they are

conducted, 70-95.

serial plan, 72.

their growth and spread in the

United States, 41-^9.

their safety discussed, 38-40.

terminating plan, 71-72.

the typical association described,

16-40.

which scheme is the best? 97-

112.

Directors, board of, who consti-

tutes, 38.

how elected, 39, 123.

their duties, 38, 39.

their meetings, 130, 155.

Distribution of profits, closing of

books to make, 191-197.

how made, 27-34, 166, 191-199.

when made, 18, 166.

Dividends, borrower does not get
back his premium in dividends

upon his stock, 78, 108.

how declared, 27-34, 191, 199.

Division of labor, benefits resulting

from, 4-6.

discontent produced by, 5.

indirect co-operation, 4.

Dues cease when stock matures, 17,

145.

Dues, fines in case payment of, de-

faulted, 22, 135, 164.

prompt payment of, desirable, 22,

135.

what are dues, 17, 145.

when paid, 21, 76, 98, 130, 145.

who receives, 21, 77, 98.

Entrance fee, defined, 21.

proper sum for, 135 -145.

Equality of benefits, 103.

Exemptions, 217, 226.

Finance committee, duties of, in

passing upon securities, 127-130,

153.

how appointed, 127, 153.

how long to serve, 127, 153.

receipt of dues by, 2, 21, 127, 153.

Fines, amount of, 22, 135, 164, 235.

why imposed, 22, 135, 164.

Forced withdrawals, 37, 76.

Forms, agreement to unite in for-

mation of association, 114.

affidavit to articles of association,

177.

annual report, 291.

assignment of stock, 289.

assignment of stock to secure a

loan, 285.

bond accompanying mortgage,

278,282.

books of account, main set of,

cash-received book, 185.

dues, interest, and fines book,

182.

journal day-book, 188.

ledger, 194.

books of account, auxiliary set of,

insurance-expiration book, 204.

secretary's security register,

206.

stock journal day-book, 200.

stock ledger. Part I, 201.

stock ledger, Part II, 202.

stock trial-balance book, 244.

treasurer's security register,

266.
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Forms, by-laws, under Massachu-

setts law, 251-203.

by-laws, uuder New York act of

1887, 247-253.

certificate attached to articles of

association, 176.

certificate by incorporators, 119.

certificate by Secretary of State,

119.

certificate of stock, 289.

mortgage, New York, 276, 281.

notice repayment of loan, 286.

report of insurance committee,
288.

secretary's monthly report, 293.

shareholder's passbook, 290.

stock proxy, 287.

treasurer's bond, 284.

withdrawal notice, 286.

Gross plan of premiums explained,

80-87.

Habits of saving, cultivation of, 9.

Holding value, definition of, 19.

Home, sweet home, 11.

how to get one, 13, 14.

Elinois, building and loan associa-

tions of, 58-60.

Incorporation, procedure in, 115-

120, 138-178.

Installment plan of premiums ex-

plained, 88-91.

Interest, effect of premium upon,

27, 105-111.

how paid, 25, 158.

rate of, 25, 91, 158.

Interest premium plan explained,
88-91.

Iowa, building and loan associa-

tions of, 64.

Loans, forced collection of, 27, 163.

how paid, 26, 162.

how right to a loan is determined,

23, 59.

limit of. 22, 157.

Loans, mortgage loan defined, 25.

safety of loans, 25, 97.

security required for, 25, 161.

stock loan defined, 25.

to whom made, 22, 157.

when made, 24, 158.

who passes upon sufficiency of,

24, 153.

Loss, liabilities of, discussed, 34-37.

Maine, building associations of, 51.

Married women as stockholders, 144.

Maryland, building and loan asso-

ciations of, 65, G6.

Massachusetts, co-operative banks

of, 49-51, 107.

law of, 236.

Matured share, 17, 75, 144.

Meetings, directors
1

, 130, 155.

stockholders
1

, 130, 154, 156.

Michigan, building and loan asso-

ciations of, 62.

Minnesota, building and loan asso-

ciations of, 62, 63.

Minors, how stock is held for, 144.

Missouri, building and loan associa-

tions of, 64.

Moneys i-eceived, how apportioned,

20, 171.

Mortgages, foreclosure of, 27.

forms for. See FORMS.

payment of, 25, 26.

Mutual Home and Savings Associa-

tion, Dayton, Ohio, 57, 75.

Name, choice of, 118.

Net plan of premiums explained,

87,88.

New Hampshire, building and loan

associations of, 51.

New Jersey, building and loan as-

sociations of. 45-49.

New York, building and loan asso-

ciations of, 53.

laws of, act of 1887, 209.

laws of, act of iar>l, 219.

State league of, 56.

New York premium plan explained,

93, 93.
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Officers, compensation of, 122, 172.

duties of, 124-130, 148-154.

election of, 147, 175.

names of, 122, 147.

suspension and removal of, 148.

terms of, 122, 147.

vacancies in, how filled, 147.

Ohio, building and loan associations

of, 56-58.

laws of, 244.

Orders, how drawn on treasurer,

124, 149.

Organization, first step in, 113,

140.

Oxford Provident Building Asso-

ciation, 42.

Pacific coast, building and loan as-

sociations of the, 67.

Pass-books, directions how to make,
290.

form of, 290.

who receipts for money in pass-

book, 21, 39.

Pennsylvania, brief history of asso-

ciations in, 42-45.

first association at Philadelphia,
42.

laws of, 229-236.

Premium, a bonus, 77.

gross plan of, 79, 80-87, 159.

high premiums work injustice be-

tween borrower and non-bor-

rower, 106-108.

installment plan of, 79, 88-91, 159.

interest premium plan, 79, 159.

manner of bidding, 23.

net plan of, 79.

New York premium plan, 23, 79,

101.

no premium necessary except for

one purpose, 79.
41 unearned " and " earned "

pre-

miums, 85.

what is a, 77, 210.

which scheme of premiums the

best, 110.

President, duties of, 124, 126, 148.

Profits, "apparent profits" and
" actual profits," 85.

carried over undivided, 34.

distribution of, how made, 27-34,

166, 191-199.

dividend from, 34.

from what sources derived, 27, 104.

guarantee fund, to secure uni-

form dividends from, 34.

large profits indicate that free

shareholders are fleecing the

borrowing shareholder, 78.

when to be distributed, 18, 34, 166.

Proxy, form of, to vote at meetings,
287.

Real estate, when it may be pur-

chased, 27, 164.

Rebates in gross plan, explained,

82-87, 234.

Reports, annual, to bank depart-

ment, 217, 226.

by secretary, 125, 151.

by finance committee. See FORMS.
form of annual. See FORMS.

penalty for failing to make, 218,

229.

Rhode Island, building and loan as-

sociations of, 51.

Savings, cultivating the habit of

saving, 9.

means to encourage the accumu-
lation of, 9.

Secretary, duties of, 125-127, 150.

election of, 147.

reports by, 125, 151.

Security register, 206, 207.

Serial plan, advantages of, 72, 73.

Series, stock issued in, 18, 135.

Simplicity of scheme desirable,

100-103.

Southern States, building and loan

associations of the, 66, 67.

Stock, each share of the same value

in the same series, 1 8.

holding value of, 19, 199.

how issued and paid for, 17, 70, 71.
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Stock, limit of shares to a single

stockholder, 21, 1-iG.

pledged or borrowed share, 21,

146.

transfer of stock, 145.

See FORMS.

unpledged or free shares, 21, 146.

withdrawal of, 19, 30, 181.

withdrawing value of, 19, 131.

Stockholder, his right to become a

borrower, 22.

how to become a, 17, 144.

limit to shares he can hold, 21,

146.

who may become a, 144.

Stock loan, defined, 25.

Terminating plan, 72, 74.

The Chemung Valley Mutual Loan
Association, 107, 180.

The Homestead Loan Association,

54, 75.

The People's Building and Loan As-

sociation, 263.

Transfer fee, 21.

Treasurer, bond of, 124, 149.

duties of, 121, 149.

election of, 147.

receipts given by, 21, 22, 149.

Undivided profits, 34, 198.

"Unearned premium," explained,
85.

Vacancies, how filled, 124.

Vermont, building and loan asso-

ciations of, 51.

Vice-president, duties of, 149.

Visitation by bank superintendent,

218.

Voting, manner of, 39, 112, 148.

Withdrawals, discussion concern-

ing, 131-134.

encouraged, when, 73.

how made, 168.

Withdrawing value, definition of,

19, 131.

Wisconsin, building and loan asso-

ciations of, 60, 61.

THE END.





BOOKS FOR EVERY HOUSEHOLD.

Cooley's Cyclopaedia of Practical Receipts,
And Collateral Information in the Arts, Manufactures, Professions, and

Trades, including Medicine, Pharmacy, and Domestic Economy.

Designed as a Comprehensive Supplement to the Pharmacopoeia,

and General Book of Reference for the Manufacturer, Tradesman,

Amateur, and Heads of Families. Sixth edition. Revised and

partly rewritten by RICHARD V. TUSON, Professor of Chemistry
and Toxicology in the Royal Veterinary College. Complete in

two volumes, 8vo, 1,796 pages. With Illustrations. Price, $9.00.
" The great characteristic of this work if its' general usefulness. In covering

such diverse subject*, the very be:t and most recent research seems to have
been sought for, and the work is remarkable for intelligent industry. This
very complete work can, then, be highly recommended as fulfilling to the letter
what it purports to be a cyclopaedia of practical receipts." New York Times.

"It is a well-edited special work, compiled with excellent judgment for spe-
cial purposes, which are kept constantly m mind. If it is more comprehensive
than its title suggests, that is only because it is impossible to define the limits
of its purpose with exactitude, or to describe it contents upon u tille-pai/e.
Illustrations of the text are freely used, and the mechanical execution of the
work is excellent.'

1 New York Evening Post.

The Chemistry of Common Life.

By the late Professor JAMES F. W. JOHNSTON. A new edition, revised

and enlarged, and brought down to the Present Time, by ARTHUR

HKRBERT CHURCH, M. A., Oxon., author of " Food : its Sources,

Constituents, and Uses." Illustrated with Maps ard numerous

Engravings on Wood. In one vol., 12rno, 592 pages. Cloth.

Price, 82.00.

SUMMARY OP CONTENTS. The Air we Breathe; the Water we Drink; the

Soil we Cultivate; the Plant we Rear; the Bread we Eat; the Beef we Cook ;

the Beverages wo Infuse ; the Sweets we Extract ; the Liquors we Ferment ; the

Narcotics we Indulge in; the Poisons we Select; the Odors we Enjoy; the

Smells we Dislike
;

the Colors we Admire; What we Breathe and Breathe fur;

What, How, and Why we Digest ; the Body we Cherish
;

the Circulation of

Matter.

In the number and variety of striking illustrations, in the simplicity of its

style, and in the clopenuss and cogency of its arguments, Profespor Johnston's
"Chemistry of Common Life" has as yet found o equal among the ninny becks
of a similar character which its success originated, and it steadily maii'taiisp HP
pre-eminence in the popular scientific literature of the day. In preparinr this
edition for the press, the editor had the opportunity of consulting I rofe-i-or
Johnston's private and corrected copy of "The Chemistry of Common Lif-,"
who had, before his death, gleaned very many fresh details, eo that he wr.R able
not only to incorporate with his revision some really valuable matter, but to
learn the kind of addition which the author contemplated.

New York: D. APPLETON & CO., 1, 3, & 5 Bond Street.



D. APPLETON & OO.'S PUBLICATIONS.

EXPERIMENTAL SCIENCE SERIES.

LIGHT. A Series of Simple, Entertaining, and Interesting Experi-

ments in the Phenomena of Light, for Students of every Age. By
ALFRED MARSHALL MAYER, Professor of Physics in the Stevens In-

stitute of Technology, etc., and CHARLES BARNARD. Illustrated.

12mo, cloth. $1.00.

"Professor Mayer has invented a series of experiments in Light which are
described by Mr. Barnard. Nothing is more necessary for sound teaching than
experiments made by the pupil, and this book, by considering the difficulty of
costly apparatus, has rendered an important service to teacher and student, alike.
It deals witli the sources of light, reflection, refraction, and decomposition of
light. The experiments are extremely simple and well suited to young people."

Westminster Review.
" A singularly excellent little hand-book for the use of teachers, parents, and

children. The book is admirable both in design and execution. The experi-
ments for which it piovides are so simple that an intelligent boy or girl can
easily make them, and so beautiful and interesting that even the youngest chil-
dren must enjoy the exhibition. The experiments here debcribed are abundantly
worth all that they cost in money and time in any family where there are boys
and girls to be entertained." New York Evening Post.

"The experiments are for the most part new, and have the merit of combin-
ing precision in the methods with extreme simplicity and elegance of design.
The' aim of the authors has been to make their readers '

experimenter*, strict

reasoners, and exact observers,
1 and for the attainment of this end the book is

admirably adapted. Its value is further enhanced by the numerous carefully-
drawn cuts, which add greatly to its beauty." The American Journal Qf Science
and Art.

SOUND. A Series of Simple, Entertaining, and Inexpensive Experi-

ments in the Phenomena of Sound, for Students of every Age. By
ALFRED MARSHALL MAYSR. Illustrated. 12mo, cloth. $1.00.

"It would be difficult to flnrl a better example of a series which is excellent

throughout. This little work is accurate in detail, popular in style, and lucid in

arrangement. Every statement is accompanied with ample illustrations. We
can heartily recommend it, either as an introduction to the subject or as a satis-

factory manual for those '-vho have no time for perusing a larger work. It con-
tains HU excellent description, with diagram*, of Faber's Talking Machine and
of Edison's Talking P tonograph, which can not fail to be interesting to any
reader who takes an interest in the marvelous progress of natural science."
British Quarterly.

"It would really be difficult to exaggerate the merit, in the sense of consum-
mate adaptation to its modest end, of this little treatise on 'Sound. 1

It teacher
the youthful student how to make experiment!' for himself, without the help of
a trained operator, and at very little expense. These hand-books of Professor

Mayer should be in the hands of every teacher of the young.
" New York Sun

"The present work is an admirably clear and interesting collection of experi-
ments, described with just the risht amouut of abstract information and no more,
and placed in progressive order." Boston Courier.

New York: D. APPLETON & CO., 1, 3, & 5 Bond Street.
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THE ELECTRIC LIGHT: Its History, Production, and Appli-

cations. By EM. ALGLAVB and J. BOULARD. Translated from the

French by T. 0'Conor Sloane. Edited, with Notes and Additions, by
C. M. Lungren. With 250 Illustrations. 8vo. Cloth, $5.00.

"Not one of the recent scientific publications was more needed or is more
likely to be eagerly welcomed than a clear, exhaustive, and authoritative account
ol the application of electricity to the production of light. We are indebted 10
Mt'csra. Appletou for issuing, in a large volume of 450 pages, illustrated with
several hundred woodcuts, an ifingliBh translation of the well-known treatise by
MM. Alglave and Boulard." Jfew York Hun.

ELECTRICITY AND MAGNETISM. By FLEEMING JENKIN,

Professor of Engineering in the University of Edinburgh. Illus-

trated, and Index. With Appendix on the Telephone and Micro-

phone. 12mo. Cloth, $1.50.

" The plan followed in this book is as follows : First, a general synthetical
view of the science has been given, in which the main phenomena are described
and the terms* employed explained. If this portion of the work can be mastered,
the Htudeut will then be readily able to understand what follows, viz., the de-

scription of the apparatus used to measure electrical magnitudes and to produce
electricity under various conditions. The general theory of electricity in perma-
nent, depending on no hypothesis, and it has been the author's aim to state tiiis

general theory in a connected manner, and in t?uch simple form that it might be
readily understood by practical men.'' From lite Introduction.

ELEMENTARY TREATISE ON NATURAL PHILOSO-
PHY, By A. PRIVAT DESCHANEL, formerly Professor of Physics

in the Lycee Louis-le-Grand, Inspector of the Academy of Paris.

Translated and edited, with Extensive Modifications, by J. D. Ever-

ett, Professor of Natural Philosophy in the Queen's College, Belfast.

Sixth edition, revised, complete in Four Parts. Illustrated by 783

Engravings on Wood, and Three Colored Plates.

Part I. MECHANICS, HYDROSTATICS, AND PNEUMATICS. Cloth, $1.50.

Part II. HEAT. Cloth, $1.50.

Part III. ELECTRICITY AND MAGNETISM. Cloth, $1.50.

Part IV. SOUND AND LIGHT. Cloth, $1.50.

Complete in one volume, 8vo, with Problems and Index. Cloth,

$5.70.

"Systematically arranged, clearly written, and admirably illustrated,
no les* than 783 ensravintrs on wood and three colored plates, it forms a model
work for a class of experimental physic*. Far from login? in its English drt-ss

any of the qualities of matter or style which distinguished it in ite original form,
it may be said to have gnined in the able hands of Professor Ever>tt. both by
way of arrangement and of incorporation of fresli mutter, without partin r in the
translation with any of the freshness or force of the author's text." Saturday
Jtcview.

New York: D. APPLETON & CO., 1, 3, & 5 Bond Street
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D. APPLETON CO.'S PUBLICATIONS.

A CHARMING AUTOBIOGRAPHY.

LIFE OF AN ARTIST. By JULES BRETON.
With Portrait. Translated by Mrs. MARY J. SERRANO.
I2mo. Bound in cloth, $1.50.

"... One of those books the success of which is assured from the first because

of its perfect naturalness. . . . The reader of Jules Breton's memoir . . . will close

the book without having experienced one misgiving as to its entire truthfulness. From
the first page to the last his memoir will be found not merely readable, but fascinating,

and the translator has very well reproduced his charms of style, his beautiful simplicity,

and that perfume of the love of Nature which breathes through the book and ennobles

it." New York Tribune.

" The method and spirit . . . are most delicate and delightful. . . . Filled with the

poet's glow and the philosopher's peace." New York Sttn.

" One understands modern France the better for this autobiography of her highly

gifted son." Boston Pilot.

"Jules Breton, by writing his autobiography, has conferred a lasting favor on the

lovers of this class of literature." Detroit Journal.

IDOW GUTHRIE. A Novel. By RICHARD MAL-
COLM JOHNSTON. Illustrated by E. W. KEMBLE. I2mo.

Bound in cloth, $1.50.

"// is understood that Colonel Jchnston regards
' Widow Guthrie' as his

strongest work."

"One of the happiest, sweetest, quaintest novels that have come from the press in

along time is 'Widow Guthrie,' a vigorous, breezy, and faithful picture of life in the

South in the days before the war. There is no lack of virility, but there is also a re-

finement which is exquisite because it is genuine, and a humor which is mellow and

sweet because it springs from a clean imagination." Brooklyn Standard-Union.

"
It is full of strong descriptions and curious and forcible character delineations.

There is remarkable freshness in the figures of the story. The duel and the slaying

of Duncan Guthrie are descriptive masterpieces." New York Sun.

" The Widow Guthrie stands out more boldly than any other figure we know a

figure curiously compounded of cynical hardness, blind love, and broken-hearted

pathos. ... A strong and interesting study of Georgia characteristics without de-

pending upon dialect. There is just sufficient mannerism and change of speech to

give piquancy to the whole.
"

Baltimore Sun.

"... Some remarkably vivid portraitures of character. . . . The book is one that

will please men as well as women." Boston Evening Gazette.

New York: D. APPLETON & CO., i, 3, & 5 Bond Street.



D. APPLETON & CO.'S PUBLICATIONS.

WORKS BY ARABELLA B. BUCKLEY (MRS. FISHER).

J^HE FAIR Y-LAND OF SCIENCE, with 74 Illus,

JL trations. Cloth, gilt, $1.50.

*' Deserves to take a permanent place in the literature of youth." London Times*
" So interesting that, having once opened the book, we do not know how to leav<

off reading.
' '

Saturday Review.

THROUGH MAGIC GLASSES and other Lectures.

A Sequel to
" The Fairy-Land of Science." Cloth, $1.50.

CONTENTS.

THE MAGICIAN'S CHAMBER BY MOON- AN HOUR WITH THE SUN.
LIGHT. AN EVENING WITH THE STARS.

MAGIC GLASSES AND How TO USE THEM. LITTLE BEINGS FROM A MINIATURE
FAIRY RINGS AND How THEY ARE MADE. OCEAN.
THE LIFE-HISTORY OF LICHENS AND THE DARTMOOR PONIES.

MOSSES. THE MAGICIAN'S DREAM OF ANCIENT
THE HISTORY OF A LAVA-STREAM. DAYS.

T IFE AND HER CHILDREN : Glimpses of Ani-
J-^* mal Life from the Amccba to the Insects. With over 100 Illus-

trations. Cloth, gilt, $1.50.
" The work forms a charming introduction to the study of zoology the science ol

living things which, we trust, will find its way into many hands." Nature.

JJ7INNERS IN LIFE'S RACE; or, The Great
* * Backboned Family. With numerous Illustrations. Cloth,

gilt, $1.50.

" We can conceive no better gift-book than this volume. Miss Buckley has spared
no pains to incorporate in her book the latest results of scientific research. The illus-

trations in the book deserve the Tiighest praise they are numerous, accurate, and

striking." Spectator.

/J SHORT HISTORY OF NATURAL SCI-
**> ENCE ; and of the Progress of Discovery from the Time of

the Greeks to the Present Time. New edition, revised and re-

arranged. With 77 Illustrations. Cloth, $2 oo.
" The work, though mainly intended for children and young persons, may be most

advantageously read by many persons of riper age, and may serve to implant in their

minds a fuller and clearer conception of '
the promises, the achievements, and claims of

science.'
"

Journal ofScience.

New York : D. APPLETON & CO., I, 3, & 5 Bond Street.



VALUABLE HAND-BOOKS.

ERRORS Itf THE USE OF ENGLISH. By the late WILLIAM
B. HODGSON, LL. D., Professor of Political Economy in the University
of Edinburgh. American revised edition. 12mo, cloth, $1.50.

_

" This posthumous work of Dr. Hodgson deserves a hearty welcome, foi

it is sure to do good service for the object it has in view improved accuracy
in the use of the English language. . . . Perhaps its chief use will be in

very distinctly proving with what wonderful carelessness or incompetency
the English language is generally written. For the examples of error here
brought together are not picked from obscure or inferior writings. Among
the grammatical sinners whose trespasses are here recorded appear many
of our best-known authors and publications." The Academy.

GRAMMAR WITHOUT A MASTER.

THE ENGLISH GRAMMAR OF WILLIAM COBBETT.
Carefully revised and annotated by ALFRED AYRES. With Index.

18mo, cloth, extra, $1.00.

u I know it well, and have read it with great admiration." EICHARD
GRANT WHITE.

" Cobbett's Grammar is probably the most readable grammar ever
written. For the purposes of self-education it is unrivaled." From the

Editor's Preface.

THE ORTHOEPIST : A Pronouncing Manual, containing about

Three Thousand Five Hundred Words, including a Considerable

Number of the Names of Foreign Authors, Artists, etc., that are

often mispronounced. By ALFRED AYRES. 18mo, cloth, extra, $1.00.

"
It gives us pleasure to say that we think the author, in the treatment

of this very difficult and intricate subject, English pronunciation, gives

proof of not only an unusual degree of orthoepical knowledge, but also, for

the most part, of rare judgment and taste." JOSEPH THOMAS, LL. D., in

Literary world.

THE VERBALIST : A Manual devoted to Brief Discussions of the

Right and the Wrong Use of Words, and to some other matters of

Interest to those who would Speak and Write with Propriety, includ-

ing a Treatise on Punctuation. By ALFRED AYRES. 18mo, cloth,

extra, $1.00.

" This is the best kind of an English grammar. It teaches the right use

of our mother-tongue by giving instances of the wrong use of it, and show-

ing why they are wrong." The Churchman.
"
Every one can learn something from this volume, and most of us a

great deal." Springfield Republican.

New York: D. APPLETON & CO., 1, 3, & 5 Bond Street.



HEALTH BOOKS.

Health Primers. Edited by J. LANGDON DOWN, M.D., F.R.C.P.;

HKNRY POWER, M.B., F.R.cTs.; J. MOIITIMEK GRANVILLE, M.D.;

JOHN TWEEDY, F. K. C. S. In square IGmo volumes. Cloth, 40 cents

each.

I. ExEttcisE AND TRAINING.

II. ALCOHOL: Its Use and Abuse.

III. PREMATURE DEATH: Its Promo-

tion or Prevention.

iV. THE HOUSE AND ITS SURROUND-

INGS.

V. PERSONAL APPEARANCE IN

HEALTH AND DISEASE.

VI. BATHS AND BATHING.

VII. THE SKIN AND ITS TROUBLES.

VIII. THE HEART AND ITS FUNO-

IX. THE NERVOUS SYSTEM. LTIONS.

Though it is of the greatest importance that books upon health should be in

the highest degree trustworthy, it is notorious that most of the cheap aud popu-

lar kind are mere crude compilations of incompetent persons, and are often mis-

leading and injurious. Impressed by these considerations, several eminent

medical and scientific men of London combineJ to prepare a series of HEALTH

PRIMERS of a character that should be entitled to the fullest confidence.

Hygiene for Girls. By IRENJSUS P. DAVIS, M. D. IGmo. Cloth, $1.25.

"Many a woman whose childhood was bright with promise endnres an after-

life of misery because, through a false delicacy, she remained ignorant of her

physical nature and requirements, although on all other subjects she may be well

informed ;
and ?o at length she goes to her grave mourning the hard fate that has

made existence a burden, and perhaps wondering to what end she was born,

when a little knowledge at the proper time would have shown her how to easily

avoid those evils that have made her life a wretched failure." From Introduction.

Health and Education. By Rev. C. KINGSLEY. 12mo. Cloth, $1.75.

Health, and How to Promote It. By RICHARD MCSHERRY, M. D.,

President of the Baltimore Academy of Medicine, etc. 12mo-

Cloth, $1.25.

"The present work is addressed to the general reader, no matter what his

pursuit, and the language is such as any physician may use in conversation

with an intelligent patient; it is, therefore, as free as such a work can be made

from scientific technicalities. It is offered as a contribution to a great cause."

From Preface.

Physical Education ; or, The Health Laws of Nature. By FELIX L.

OSWALD, M.D. 12mo. Cloth, $1.00.



HEALTH BOOKS. (Continued.)

Health. By W. A. CORFIELD, M. A., M. D., Professor of Hygiene and
Public Health in University College, London. 12mo. Cloth, 1.-J5.

" Few persons are better qualified than Dr. Corfleld to write intelligently upon
the subject of health, and it is not a matter for surprise, therefore, that he has
given us a volume remarkable for accuracy and interest. Commencing with guu-
eral anatomy, the bones and muscles are given attention ; next, the circulation
of the blood, then respiration, nutrition, the liver, and the excretory organs ; the
nervous system, organs of the senses, the health of the individual, air, foods and
drinks, drinking-water, climate, houses and towns, small-pox, and communica-
ble diseases.

11

Philadelphia Item.

The Management of Infancy, Physiological and Moral. Intended

chiefly for the Use of Parents. By ANDREW COMBE, M. D. Revised
and edited by Sir JAMES CLARK, K. C. B., M. D., F. R. S., Physician
to the Queen. First American from the tenth London edition.

12mo. Cloth, $1.50.

Notes on Nursing. What It Is, and What It Is Not. By FLORENCE

NIGHTINGALE 12mo. Cloth, 75 cents.

Diseases of Modern Life. By B. W. RICHARDSON, M. D., M. A.,

F.R.S., etc. 12rao. Cloth, $2.00.

"Particular attention is erlven to diseases from worry and mental strain, from

the passions, from alcohol, tobacco, narcotics, food, impure air, late hours and
broken sleep, idleness, intermarriage, etc., thus touching upon causes which do

not enter into the consideration of sickness." Boston Commonwealth.

A Ministry of Health, ar.d other Addresses. By B. W. RICH-

ARDSON, M. D., M. A., F. R. S., etc. 12mo. Cloth, $1.50.

"The work, which has the great merit of being written in the simplest and

clearest language, gives special attention to the origin and causes of diseases,

and a demonstration of the physical laws by which they may be prevented. The
author does not, like some member? of his profession, enter into a learned de-

scription of cures, but traces the causes of diseases with philosophical precision.

The book contains what every one should know, and members of the medical

profession will not find a study of it in vain." Philadelphia Inquirer.

Hand-Book of Sanitary Information for Householders.

Containing Facts and Suggestions about Ventilation, Drainage, Care

of Contagious Diseases, Disinfection, Food, and Water. By ROGER

S. TRACT, M. D., Sanitary Inspector of the New York City Health

Department. IGmo. Cloth, 50 cents.



HEALTH BO OKS. (Continued.)

On Foods. By EDWARD SMITH, M. D., LL. B., F. R. S., Fellow of the

Royal College of Physicians of London, etc. 12mo. Cloth, $1.75.

"
Tlie author extends the ordinary view ol foods, and Includes water and air,

since they arc important both in their food and sanitary aspects. The book con-

tains a series of diagrams, displaying the effects of sleep and meals on pulsation
and respiration, and of various kinds of food on respiration, which, as the results

of Dr. Smith's own experiments, possess a very high value." London Examiner.

Health: a Hand-Book for Households and Schools. By EDWARD

SMITH, M. D. 12mo. Cloth, $1.00.

"... There is no doubt that much of the sickness with which humanity is

afflicted is the result of ignorance, and proceeds from the use of improper food,
from defective drainage, overcro-.vded rooms, ill-ventilated workshops, impure
water, and other like preventable causes. Legislation and municipal regulations

may do something in the Hue of prevention, but the people themselves can do a

great deal more particularly if properly enlightened; and this is the purpose
of the book." Albany Journal.

Emergencies, and How to Treat tihem. The Etiology, Pathology,
and Treatment of Accidents, Diseases, and Cases of Poisoning, which

demand Prompt Action. Designed for Students and Practitioners of

Medicine. By JOSEPH W. HOWE, M. D., Clinical Professor of Sur-

gery in the Medical Department of the University of New York, etc.

Third edition. 8vo. Cloth, $2.50.

"... To the general practitioner in towns, villages, and in the country,
where the aid and moral support of a consultation can not be availed of, this

volume will be recognized as a valuable help. We commend it to the profession.
1 '

Cincinnati Lancet and Observer.

Health at Home. By A. H. GUERNSEY, and I. P. DAVIS, M. D., author

of "Hygiene for Girls." 12mo. Cloth, flexible, with Illuminated

Design. 60 cents.

Dangers to Health: A Pictorial Guide to Domestic Sanitary De-

fects. By T. PRIDGIN TEALE, M. A., Surgeon to the General Infirmary

at Leeds. With 70 Lithographic Plates. 8vo. Cloth, $3.00.

D. APPLETON & CO., PUBLISHERS, 1, 8, & o BOND STRBKT. NKW YORK.



D. APPLETON & CO.'S PUBLICATIONS.

A NEW BOOK BY THE AUTHOR OF "A SOCIAL DEPARTURE.'

AN AMERICAN GIRL IN LONDON. By SARA

JEANNETTE DUNCAN. With 80 Illustrations by F. H. TOWN-
SEND. I2mo. Cloth, $i 50.

A brilliant book, picturing English sights, society, customs, and amuse-

ments, as seen by an unconventional and witty observer. The same quali-

ties which made "A Social Departure" so remarkable a success will make
"An American Girl in London " a book which is

" talked about everywhere."

"In the lighter literature of last year there was nothing more amusing than 'A
Social Departure,' by Sara Jeannette Duncan, of Canada. It was just long enough
it could not well have been longer but each reader wished that the author might write

another book in similar style. Well, she has done it, and she could not have taken a

better subject than ' An American Girl in London.'
" New York Herald.

" The raciness and breeziness which made ' A Social Departure,' by the same au-

thor, last season, the best-read and most talked-of book of travel for many a year,

permeates the new book, and appears between the lines of every page. It is super-

fluous to say that 'An American Girl* is 'awfully fetching.'
"

Brooklyn Standard-

Union.

A SOCIAL DEPARTURE: How Orthododa and I
Went Round the World by Ourselves. By SARA JEANNETTE
DUNCAN. Illustrated by F. H. TOWNSEND. i2mo. Cloth, $1.75.

" It is a cheery, witty, decorous, charming book." New York Herald.

"
Widely read and praised on both sides of the Atlantic and Pacific, the diary is

now republished in New York, with scores of illustrations which fit the text exactly

and show the mind of artist and writer in unison." JVetv York Evening Post.

"... It is to be doubted whether another book can be found so thoroughly amus-

ing from beginning to end." Boston Daily Advertiser.

"A very bright book on a very entertaining subject. We commend it to those

readers who abhor the ordinary statistical book of travels." Boston Evening Tr an-

script.

"A brighter, merrier, more entirely charming ":>ook would be, indeed, difficult to

find." Sf. Lout's Republican.

" For sparkling wit, irresistibly contagious fun, keen observation, absolutely poetic

appreciation of natural beauty, and vivid dcscriptiveness, it has no recent rival."

Mrs. P. T. BARNUM'S Letter to the New York Tribune.

New York: D. APPLETON & CO., I, 3, & 5 Bond Street.



D. APPLETON & CO.'S PUBLICATIONS.

FICTION SERIES FOR YOUNG READERS.

A series ofStories elaborately illustrated, which includes

I.

CROWDED OUT O' CROFIELD. By WILLIAM O.
Vx STODDARD. Illustrated by C. T. HILL.

How a plucky country boy made his way. One of the most successful

of this popular author's stories.

II.

TSING TOM AND THE RUNA WA YS. By Louis
/*- PENDLETON. Illustrated by E. W. KEMBLE.

The strange experiences of two boys in the forests and swamps of

Georgia.

III.

HE LOG SCHOOL-HOUSE ON THE CO-
L UMBIA. A Tale of the Pioneers of the Great Northwest.

By HEZEKIAH BUTTERWORTH, author of "Zigzag Journeys."
Illustrated.

In a story romantic, exciting, and instructive as well, the author intro-

duces his readers to a new field which will prove to be one of absorbing
interest.

Also stories by OCTAVE THANET, RICHARD MALCOLM JOHNSTON, and

other well-known authors, which will be published shortly.

The series, bound in cloth, with specially designed uniform cover.

Per volume, $1.50.

FIRST VOLUME IN THE SERIES OF THE YOUNG HEROES
OF OUR

LITTLE JARVIS. By MOLLY ELLIOT SEAWELL. Illus-

trated by J. O. DAVIDSON and GEORGE WHARTON EDWARDS.
The story of the heroic midshipman of the frigate Constellation.

The second of the Youth's Companion prize stories. Bound in

cloth, with specially designed cover. Svo. $1.00.

New York: D. APPLETON & CO., i, 3, & 5 Bond Street.



THE

POPULAR SCIENCE MONTHLY.
ESTABLISHED BY EDWARD L. YOUMANS.

EDITED BY W, J. YOUMANS.

THE POPULAR SCIENCE MONTHLY will continue, as heretofore, to sup-

ply its readers with the results of the latest investigation and the most
valuable thought in the various departments of scientific inquiry.

Leaving the dry and technical details of science, which are of chief

concern to specialists, to the journals devoted to them, the MONTHLY
deals with those more general and practical subjects which are of the

greatest interest and importance to the public at large. In this work
it has achieved a foremost position, and is now the acknowledged organ
of progressive scientific ideas in this country.

The wide range of its discussions includes, among other topics :

The bearing of science upon education
;

Questions relating to the prevention of disease and the improvement
of sanitary conditions

;

Subjects of domestic and social economy, including the introduction

of better ways of living, and improved applications in the arts uf every
kind;

The phenomena and laws of the larger social organizations, with the

new standard of ethics, based on scientific principles ;

The subjects of personal and household hygiene, medicine, and archi-

tecture, as exemplified in the adaptation of public buildings and private
houses to the wants of those who use them

;

Agriculture and the improvement of food-products ;

The study of man, with what appears from time to time in the depart-
ments of anthropology and archaeology that may throw light upon ths

development of the race from its primitive conditions.

Whatever of real advance is made in chemistry, geography, astron-

omy, physiology, psychology, botany, zoology, paleontology, geology, or

such other department as may have been the field of research, is recorded

monthly.

Special attention is also called to the biographies, with portraits, of

representative scientific men, in which are recorded their most marked
achievements in science, and the general bearing of their work indicated

and its value estimated.

Terms: $5.00 per annum, in advance.

The New York Medical Journal and The Popular Science

Monthly to the same address, $9.00 per annum (full price,

$10.00).

New York- D APPLETON & CO., 1. 3. & 5 Bond Street.
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